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CONTRACT FOR SERVICES

BETWEEN

THE VIRGINIA DEPARTMENT OF MEDICAL ASSISTANCE SERVICES

AND

(Contractor)

The Department of Medical Assistance Services (herein referred to as the “Department”), an
agency of the Commonwealth of Virginia, and the successful bidding managed care organization
(MCO) (herein referred to as the “Contractor”), an organization which makes available to
enrollees, in consideration of periodic fixed payments, comprehensive health care services
provided by providers selected by the entity who are employees or partners of the entity or who
have entered into a referral or contractual (subcontracting) arrangement with the entity, for the
purpose of providing and paying for FAMIS contract services to enrollees in the MCO under the
FAMIS State Plan approved by the Commonwealth of Virginia and by the Secretary of the
United States Department of Health and Human Services, pursuant to Title XXI of the Social
Security Act, in consideration of the mutual covenants, agreements, and promises contained
herein, the parties hereto, intending to be legally bound, do herewith agree with the terms
outlined in the following Contract.

The Department and the Contractor, as defined in section 160.103 of the Final HIPAA Privacy
Rule, have entered into this Contractor Agreement to comply with the Health Insurance
Portability and Accountability Act of 1996 (HIPAA), the Final Privacy regulation requirements
for such an Agreement, as well as our duty to protect the confidentiality and integrity of
Protected Health Information (PHI) required by law, Department policy, professional ethics, and
accreditation requirements. Parties signing this contract shall fully comply with the provisions
of

the regulations implementing HIPAA.

FAMIS Contract 2007



ARTICLE | - DEFINITIONS & ACRONYMS

Abuse - (i) use of health services by recipients which is inconsistent with sound fiscal or medical
practices and that results in unnecessary costs to the Virginia Medicaid program or in
reimbursement for a level of use or a pattern of services that is not medically necessary, or (ii)
provider practices which are inconsistent with sound fiscal or medical practices and that result in
(a) unnecessary costs to the Virginia Medicaid program, or (b) reimbursement for a level of use
or a pattern of services that is not medically necessary or that fails to meet professionally
recognized standards for health care.

Actuarially Sound Capitation Rates — Capitation rates that have been developed in
accordance with generally accepted actuarial principles and practices; are appropriate for the
populations to be covered and the services to be furnished under the contract; and have been
certified by actuaries who meet the qualification standards established by the American
Academy of Actuaries and follow the practice standards established by the Actuarial Standards
Board.

Appeal - Any written communication made by or on behalf of the enrollee expressing
dissatisfaction with the results of a Grievance resolution. An appeal is usually handled by an
MCO representative who was not involved in the grievance process or by a committee
comprised of individuals who are not employed by the MCO such as an independent review
body.

Audit: An audit refers to a formal review of compliance with a particular set of internal
(e.g., policies and procedures) or external (e.g., laws and regulations) standards used as
Base measures.

Capitation Payment - A payment the Department makes periodically to a contractor on behalf
of each enrollee enrolled under a contract for the provision of medical services under the State
plan, regardless of whether the particular enrollee receives services during the period covered by
the fee.

Capitation Rate - The monthly amount, payable to the Contractor, per enrollee, for all expenses
incurred by the Contractor in the provision of contract services as defined herein.

Carved-Out Services - The subset of FAMIS covered services that the Contractor shall not be
responsible for covering under the FAMIS program.

Case Management —The Contractor is required to develop alternative treatment plans for a
patient who would otherwise require more expensive services, including, but not limited to,
long-term inpatient care. Inpatient care may be authorized in a variety of settings in order to
meet a specific need.

Centers for Medicare & Medicaid Services (CMS) - The Federal agency of the United States
Department of Health and Human Services that is responsible for the administration of Title XI1X
and Title XXI of the Social Security Act.
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Central Processing Unit (CPU) - An independent contractor, hereinafter referred to as
designated agent, who, in conjunction with the Department, determines FAMIS eligibility for
and administers part of the Family Access to Medical Insurance Security Plan for FAMIS.

Childhood Obesity — In accordance with The Center for Health and Health Care in Schools,
Childhood Obesity is defined as an age-specific Body Mass Index (BMI) that is greater than the
ninety-fifth (95th) percentile. Children are considered at risk if their BMI-for-age is greater than
the eighty-fifth (85™) percentile but less than the ninety-fifth (95™) percentile.

Clean Claim - A claim that has no defect or impropriety (including any lack of any required
substantiating documentation) or particular circumstance requiring special treatment that
prevents timely payments from being made on the claim.

Complaint A grievance .
Contract - This signed and executed document.

Contract Amendment - Any changes or amendment to the Contract that are mutually agreed to
in writing by the Contractor and the Department or are mandated by changes in Federal or State
laws or regulations.

Contractor - Any entity that contracts with the Department, under the State plan and in return
for a payment, to process claims, to pay for or provide medical services, or to enhance the
Department’s capability for effective administration of the program.

Cost Sharing — Co-payments paid by the FAMIS enrollee in order to receive medical services.

Covered Services - The subset of FAMIS covered services that the Contractor shall be
responsible for covering under the FAMIS program.

Cultural Competency - A competency based on the premise of respect for individuals and
cultural differences, and an implementation of a trust-promoting method of inquiry and
assistance.

Data Analysis - Tool for identifying potential payment errors and trends in utilization, referral
patterns, formulary changes, and other indicators of potential fraud, waste or abuse. Data
analysis compares claim information and other related data to identify potential errors and /or
potential fraud by claim individually or in the aggregate. Data analysis is an integrated, on-going
component of fraud detection and prevention activity.

Days - Business days, unless otherwise specified.
Department - The Virginia Department of Medical Assistance Services.

Disease Management — System of coordinated healthcare interventions and communications for
populations with conditions in which patient self-care efforts are significant.
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Disenrollment - The process of changing enroliment from one FAMIS MCO to another MCO or
ceasing eligibility and coverage.

Drug Efficacy Study Implementation (DESI) — Drugs for which Virginia FAMIS will not
provide reimbursement because the drugs have been determined by the Food and Drug
Administration (FDA) to lack substantial evidence of effectiveness.

Early Intervention — Services provided through Part C of the Individuals with Disabilities
Education Act (20 U.S.C. 81471 et seq.), as amended, designed to meet the developmental needs
of each child and the needs of the family related to enhancing the child’s development. These
services are provided to children from birth to age three who have (i) a twenty-five percent
developmental delay in one or more areas of development, (ii) atypical development, or (iii) a
handicapping condition.

Eligible Person - A person eligible for Virginia FAMIS in accordance with the State Plan of the
Virginia Child Health Insurance Plan under Title XXI of the Social Security Act who has been
certified and enrolled by the Department and designated agent as such through the FAMIS
eligibility.

Emergency Medical Condition - A medical condition manifesting itself by acute symptoms of
sufficient severity (including severe pain) that a prudent lay person who possesses an average
knowledge of health and medicine, could reasonably expect the absence of immediate medical
attention to result in placing the health of the individual (or with respect to a pregnant woman,
the health of the woman or her unborn child) in serious jeopardy, serious impairment to body
functions, or serious dysfunction of any bodily organ or part.

Emergency Services — Covered inpatient and outpatient services furnished by participating or
non-participating qualified providers that are necessary to evaluate, treat or stabilize an
emergency medical condition, as defined above.

Employer Sponsored Health Insurance (ESHI) - Comprehensive health insurance coverage
offered by the employer when the employer contributes at least forty percent towards the cost of
dependent or family coverage, or as otherwise approved by the Centers for Medicare and
Medicaid Services (CMS).

Encounter — Any covered or enhanced service received by an Enrollee through the Contractor
or its subcontractor.

Encryption — A security measure process involving the conversion of data into a format, which
cannot be interpreted by outside parties.

Enhanced Services - Services offered by the MCO Contractor to enrollees in addition to FAMIS
covered services. The Department will not pay for enhanced services.

Enrollee — As it relates to this contract is a child eligible for FAMIS who is enrolled with an
MCO Contractor to receive services under the provisions of this Contract.
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Enrollment - The completion of approved enrollment forms, by or on behalf of an eligible
person and assignment of an enrollee to an MCO by the Department or its designated agent in
accordance with the terms of this Contract.

Enrollment Area - The counties and municipalities in which an eligible organization is
authorized by the Commonwealth of Virginia pursuant to a Contract to operate as a FAMIS
Contractor and in which service capability exists as defined by the Commonwealth.

Enrollment Period — The time that an enrollee is enrolled in a Department approved MCO
during which they may not disenroll or change MCOs.

Excluded Entity - Any provider or subcontractor that is excluded from participating in the
Contractor’s health plan as defined in Article 11, Section J.6, of this Contract.

Expedited Appeal —The process by which an MCO must respond to an appeal by an enrollee if
a denial of care decision by an MCO may jeopardize life, health or ability to regain maximum
function. The decision must be rendered within 72 hours of the enrollee appeal.

Experimental/Investigative Procedures - Describes any service or supply which is judged to
be experimental or investigative at the Department’s sole discretion. The Department will apply
the criteria outlined in the benchmark plan to determine if a procedure qualifies as
experimental/investigative.

External Quality Review Organization (EQRO) - the independent contractor assigned by
DMAS to handle quality reviews and to conduct final review of MCO determinations to FAMIS.

FAMIS MOMS Recipients — Recipients who are uninsured pregnant females, not eligible for
Medicaid with family income at or below 150% of the federal poverty level, and who are
assigned and enrolled in the aid category of 05. Covered services for FAMIS MOMs are the
same as the covered services for Medallion Il enrollees.

Family Planning —Those services that delay or prevent pregnancy. Coverage of such services
shall not include services to treat infertility or services to promote fertility.

FAMIS Plus Recipients - Children who meet "medically indigent™ criteria under Medicaid
program rules, and who are assigned an aid category of 90; 91 (under 6 years of age); 92, 93 and
94. FAMIS Plus children receive the full Medicaid benefit package and have no cost sharing
responsibilities.

Federally Qualified Health Centers (FQHCs) — Those facilities as defined in 42 C.F.R. §
405.2401(b), as amended.

Fee-for-Service - The traditional Medicaid health care payment system in which physicians and
other providers receive a payment for each unit of service they provide. This method of
reimbursement is not used by the Department to reimburse the Contractor under the terms of this
Contract.
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Formulary — A list of drugs that the MCO has approved. Prescribing some of the drugs may
require prior authorization.

Fraud - Intentional deception or misrepresentation made by a person or entity with the
knowledge that the deception could result in payment of an unauthorized benefit to himself or
some other person. It includes any act that constitutes fraud under applicable federal or state
laws.

Fraud Control Unit - The unit established within the Office of the Attorney General to audit
and investigate providers of services furnished under the Virginia State Plan for FAMIS, as
provided for in the Code of Virginia § 32.1-320, as amended.

Generally Accepted Accounting Principles (GAAP) - Uniform minimum standards of and
guidelines to financial accounting and reporting as established by the Financial Accounting
Standards Board and the Governmental Accounting Standards Board.

Grievance - A written communication submitted by or on behalf of an enrollee expressing
dissatisfaction with the resolution of a complaint. Grievances are usually handled by the MCQO’s
Internal Grievance Committee and are related to: 1) the availability, delivery or quality of health
care services including the utilization review decisions that are adverse to the enrollee or, 2)
payment or reimbursement of health care service claims.

Guardian — A person appointed by the court who is responsible for the personal affairs of an
incapacitated person as defined in § 37.1-134.6 of the Code of Virginia.

Health Insurance Portability & Accountability Act of 1996 (HIPAA) - Title Il of HIPAA
requires standardization of electronic patient health, administrative and financial data; unique
health identifiers for individuals, employers, health plans, and health care providers; and security
standards protecting the confidentiality and integrity of individually identifiable health
information past, present, or future.

Healthy Returns — The Department’ disease state management program administered by Health
Management Corporation (HMC). Healthy Returns is a disease management program designed
to help patients better understand and manage coronary artery disease, congestive heart failure,
asthma, chronic obstructive pulmonary disease, and diabetes through prevention, education,
lifestyle changes, and adherence to prescribed plans of care (POCs). The program is for the
Medicaid and FAMIS fee-for-service populations.

Home and Community-Based Care Services (HCBS) - Medicaid community-based care
programs operating in the Commonwealth under the authority of §1915(c) of the Social Security
Act, 42 U.S.C. 81396 n (c) including but not limited to the waivers for AIDS, Elderly and
Disabled (E&D), Consumer Directed Personal Attendant Services (CDPAS), Mental
Retardation, Alzheimer’s, Technology Assisted, Individual and Family Developmental
Disabilities Support (DD), and Day Support.

Hospital - A facility that meets the requirements of 42 C.F.R. § 482, as amended.
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Informational Materials — Written communications from the Contractor to enrollees that
educate and inform enrollees about services, policies, procedures, or programs specifically
related to FAMIS.

Inquiry — An oral or written communication made by or on the behalf of an enrollee that may
be: 1) questions regarding the need for additional information about eligibility, benefits, plan
requirement or materials received etc., 2) provision of information regarding a change in the
enrollee’s status such as address, family composition, etc., or; 3) a request for assistance such as
selecting or changing a MCO assignment, obtaining translation assistance, obtaining access to
care, etc. Inquiries are not expressions of dissatisfaction.

Institute for Mental Disease - Institution for mental diseases means a hospital, nursing facility,
or other institution of more than 16 beds that is primarily engaged in providing diagnosis,
treatment or care of persons with mental diseases, including medical attention, nursing care and
related services. Whether an institution is an institution for mental diseases is determined by its
overall character as that of a facility established and maintained primarily for the care and
treatment of individuals with mental diseases, whether or not it is licensed as such. An institution
for the mentally retarded is not an institution for mental diseases.

Laboratory - Any laboratory performing testing for the purpose of providing information for the
diagnosis, prevention, or treatment of disease or impairment, or the assessment of the health of
human beings, and which meets the requirements of 42 C.F.R. § 493.3, as amended.

Managed Care Organization - — An organization which offers managed care health insurance
plans, (MCHIP) as defined by Virginia Code 8§ 38.2-5800 which means an arrangement for the
delivery of health care in which a health carrier undertakes to provide, arrange for, pay for, or
reimburse any of the costs of health care services for a covered person on a prepaid or insured
basis which (i) contains one or more incentive arrangements, including any credentialing
requirements intended to influence the cost or level of health care services between the health
carrier and one or more providers with respect to the delivery of health care services and (ii)
requires or creates benefit payment differential incentives for covered persons to use providers
that are directly or indirectly managed, owned, under contract with or employed by the health
carrier. Any health maintenance organization as defined in § 38.2-4300 or health carrier that
offers preferred provider contracts or policies as defined in 8 38.2-3407 or preferred provider
subscription contracts as defined in § 38.2-4209 shall be deemed to be offering one or more
MCHIPs. For the purposes of this definition, the prohibition of balance billing by a provider
shall not be deemed a benefit payment differential incentive for covered persons to use providers
who are directly or indirectly managed, owned, under contract with or employed by the health
carrier. A single managed care health insurance plan may encompass multiple products and
multiple types of benefit payment differentials; however, a single managed care health insurance
plan shall encompass only one provider network or set of provider networks.

Marketing Materials - Any materials that are produced in any medium, by or on behalf of an
MCO; are used by the MCO to communicate with individuals who are not its enrollees; and can
reasonably be interpreted as intended to influence the individuals to enroll in that particular
MCO and entity.
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Marketing Services - Any services rendered or activities conducted by the Contractor or its
subcontractors to its prospective enrollees for the purpose of education or providing information
that can reasonably be interpreted as intended to influence the enrollee to enroll in that particular
MCQO’s FAMIS product.

Medallion Il Covered Services - The subset of Medicaid/FAMIS Plus covered services which
the Contractor shall be responsible for covering under the Medallion 1l program. FAMIS MOMs
enrollees receive the Medallion Il benefit package.

Medicaid Management Information System (MMIS) - The medical assistance and payment
information system of the Virginia Department of Medical Assistance.

Medical Necessity — “Medical Necessity” or “medically necessary” means appropriate and
necessary health care services which are rendered for any condition which, according to
generally accepted principles of good medical practice, requires the diagnosis or direct care and
treatment of an illness, injury, or pregnancy-related condition, and are not provided only as a
convenience. Services must be sufficient in amount, duration and scope to reasonably achieve
their purpose.

Monthly-_For the purposes of contract reporting requirements, monthly shall be defined as the
15" day of each month for the prior months reporting period. For example, January’s monthly
reports are due by February 15"; February’s are due by March 15", etc.

National Provider Identifier (NPI) - NPI is a national health identifier for all typical health
care providers, as defined by CMS. The NPI is a numeric 10-digit identifier, consisting of 9
numbers plus a check-digit . It is accommodated in all electronic standard transactions and many
paper transactions. The assigned NPI does not expire.

Network Provider - The health care entity or health care professional that is either employed by
or has executed an agreement with the Contractor, or its subcontractor, to render covered
services, as defined in this Contract, to enrollees.

Newborn Guarantee Coverage Period - The time period between the date of birth of a child
whose mother is a FAMIS enrollee with the Contractor until the last day of the third calendar
month including the month of birth.

Non-Covered Services - Services not covered by Virginia FAMIS and, therefore, not included
in covered services as defined in the Virginia State Child Health Plan or State regulations.

Non-Participating Provider - A health care entity or health care professional not in the
Contractor’s participating providers network.

Open Enrollment — Time frame defined by the Department as the 60-day period prior to the end
of the enrollee’s annual re-evaluation period. Before this 60-day time frame an enrollee must be
notified of their ability to disenroll or change MCQOs during the re-evaluation period.
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Out-of-Network Coverage - Coverage provided outside of the established MCO network;
medical care rendered to an enrollee by a provider not affiliated with the Contractor or
contracted with the Contractor.

Party in Interest - Any director, officer, partner, agent, or employee responsible for
management or administration of the Contract; any person who is directly or indirectly the
beneficial owner of more than five percent (5 percent) of the equity of the Contractor; any person
who is the beneficial owner of a mortgage, deed of trust, note, or other interest secured by and
valuing more than five percent (5 percent) of the Contractor; or, in the case of a Contractor
organized as a nonprofit corporation or other nonprofit organization, an incorporation or enrollee
of such corporation under applicable State corporation law. Additionally, any organization in
which a person previously described is a director, officer or partner, that has directly or
indirectly a beneficial interest of more than five percent (5 percent) of the equity of the
Contractor or has a mortgage, deed of trust, note, or other interest valuing more than five percent
(5 percent) of the assets of the Contractor; any person directly or indirectly controlling,
controlled by, or under common control with the Contractor; or any spouse, child, or parent of a
previously described individual.

Person with Ownership or Control Interest - A person or corporation that owns, directly or
indirectly, five percent (5 percent) or more of the Contractor’s capital or stock or received five
percent (5 percent) of the total assets of the Contractor in any mortgage, deed of trust, note, or
other obligation secured in whole or in part by the Contractor or by its property or assets, or is an
officer, director, or partner of the Contractor.

Post Stabilization Services — Covered services related to an emergency medical condition that
are provided after an enrollee is stabilized in order to maintain the stabilized condition or to
improve or resolve the enrollee’s condition.

Primary Care Provider (PCP) - A practitioner who provides preventive and primary medical
care for eligible FAMIS enrollees and who certifies prior authorizations and referrals for all
medically necessary specialty services. PCPs may include pediatricians, family and general
practitioners, internists, obstetrician/gynecologists, and specialists who perform primary care
functions for children, clinics, including but not limited to health departments, Federally
Qualified Health Centers (FQHCs) , Rural Health Clinics (RHCs), etc.

Prior Authorization (PA) Program — The Department’s prior authorization program for fee-
for-service Medicaid and for carved-out services. KePro is the Department’s contractor for prior
authorization services.

Protected Health Information (PHI) - Individually identifiable information, including
demographics, which relates to a person's health, health care, or payment for health care. HIPAA
protects individually identifiable health information transmitted or maintained in any form or
medium.

Quarterly — For the purposes of contract reporting requirements, quarterly shall be defined as
within 30 calendar days of the end of each calendar quarter.
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Quarters - Calendar quarters starting on January 1, April 1, July 1, and October 1.
Rural Area - A census designated area outside of a metropolitan statistical area.
Rural Health Clinic — A facility as defined in 42 C.F. R. 8 491.2, as amended.

School Health Services- School health services are defined as physical therapy, occupational
therapy, speech therapy, nursing, school health assistance, psychiatric and psychological services
rendered to children who qualify for these services under the federal Individuals with Disabilities
Education Act (20 USC § 1471 et seq.) by (i) employees of the school divisions or (ii) providers
that subcontracted with school divisions, as described in 12 VAC 30-50-229.1. School Health
Services are carved out of this contract and are reimbursed directly by DMAS.

State Child Health Plan (State Plan) - The comprehensive written statement submitted to
HCFA/CMS by the Department describing the nature and scope of the Virginia FAMIS program
and giving assurance that it will be administered in conformity with the requirements, standards,
procedures and conditions for obtaining Federal financial participation. The Department has the
authority to administer the State Plan for Virginia under Code of Virginia 8 32.1-351, as
amended.

Subcontract - A written contract between the Contractor and a third party, under which the third
party performs any one or more of the Contractor’s obligations or functional responsibilities
under this Contract.

Subcontractor - A State approved entity that contracts with the Contractor to perform part of
the Contractor’s responsibilities under this contract. For the purposes of this contract, the
subcontractor’s providers shall also be considered providers of the Contractor.

Subtance Abuse — means the use of drugs, without a compelling medical reason or alcohol that
(i) results in psychological or physiological dependence or danger to self or others as a function
of continued and compulsive use or (ii) results in mental, emotional, or physical impairment that
causes socially dysfunctional or socially disordering behavior and (iii), because of such
substance abuse, requires care and treatment for the health of the individual. This care and
treatment may include counseling, rehabilitation, or medical or psychiatric care.

Successor Law or Regulation - That section of Federal or State law or regulation which
replaces any specific law or regulation cited in this Contract. The successor law or regulation
shall be that same law or regulation if changes in numbering occur and no other changes occur to
the appropriate cite. In the event that any law or regulation cited in this contract is amended,
changed or repealed, the applicable successor law or regulation shall be determined and applied
by the Department in its sole discretion. The Department may apply any source of law to
succeed any other source of law. The Department shall provide the Contractor written
notification of determination of successor law or regulation.

Third-Party Liability - Any entity (including other government programs or insurance) which
is or may be liable to pay all or part of the medical cost for injury, disease, or disability of an
applicant or enrollee of FAMIS.
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Urban Area - Places of 2,500 or more persons incorporated as cities, villages, boroughs, and
towns but excluding the rural portions of “extended cities” according to the US Department of
Commerce, Bureau of the Census.

Urgent Medical Condition - A medical (physical, mental, or dental) condition manifesting itself
by acute symptoms of sufficient severity (including severe pain) such that the absence of medical
attention within twenty-four (24) hours could reasonably be expected by a prudent layperson
who possesses an average knowledge of health and medicine to result in:

a) Placing the patient’s health in serious jeopardy;

b) Serious impairment to bodily function;

C) Serious dysfunction of any bodily organ or part; or

d) In the case of a pregnant woman, serious jeopardy to the health of the
unborn child.

Utilization Management — The process of evaluating the necessity, appropriateness and
efficiency of health care services against established guidelines and criteria.

Value-Added Network (VAN) - A third party entity (e.g. vendor) that provides hardware and/or
software communication services, which meet the security standards of telecommunication.

Well Baby and Well Child Services - Those services rendered for the routine care of a child
under age nineteen (19).

COMMONLY USED CONTRACT AND MEDICAID/FAMIS RELATED ACRONYMS

ABD -- Aged, Blind, and Disabled Population

ACIP -- Advisory Committee on Immunization Practice
ANSI -- American National Standards Institute

APN -- Administrative Provider Number

ASP -- Application Service Provider

BBA -- Balanced Budget Act of 1997
BOI -- Bureau of Insurance of the Virginia State Corporation Commission
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CAD -- Coronary Artery Disease

CAHPS™-- Consumer Assessment of Health Plans Survey
CFR -- Code of Federal Regulations

CHF -- Congestive Heart Failure

CMS -- Centers for Medicare and Medicaid Services

COB -- Coordination of Benefits

COPD -- Chronic Obstructive Pulmonary Disease

COREFs -- Comprehensive Outpatient Rehabilitation Facilities
CPT -- Current Procedural Terminology

CSB -- Community Service Board

CSHCN -- Children with Special Health Care Needs

CY -- Calendar Year

DBA -- Dental Benefits Administrator

DD -- Individual and Family Developmental Disabilities Support
DESI--Drug Efficacy Study Implementation

DHHS -- Department of Health and Human Services

DMAS -- Department of Medical Assistance Services

DME -- Durable Medical Equipment

DMHMRSAS -- Department of Mental Health, Mental Retardation, and Substance Abuse Services
DOB -- Date of Birth

DRG -- Diagnosis Relative Grouping

DSP -- Data Security Plan

DSS -- Department of Social Services

EN -- Enteral Nutrition

EOC -- Evidence of Coverage

EOM - End of Month

EPA -- Environmental Protection Agency

EQR -- External Quality Review

EQRO -- External Quality Review Organization
ER — Emergency Room

FAMIS -- Family Access to Medical Insurance Security
FAMIS Plus -- Medicaid Enrolled Children

FIPS -- Federal Information Processing Standards
FOIA -- Freedom of Information Act

FQHC -- Federally Qualified Health Centers

FTE -- Full-Time Equivalent

FTP -- File Transfer Protocol

GAAP -- Generally Accepted Accounting Principles
HCBS -- Home and Community-Based Care Services

HEDIS -- Health Plan Employer Data and Information Set
HIPAA -- Health Insurance Portability and Accountability Act of 1996
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HIV/AIDS -- Human Immunodeficiency Virus/Acquired Immune Deficiency Syndrome

HR -- Healthy Returns

IBNR -- Incurred But Not Reported

ID -- Identification

IDEA -- Individuals with Disabilities Education Act.

IEP -- Individual Education Plan

ICF/MR -- Intermediate Care Facility/Mental Retardation

KEPRO -- Keystone Peer Review Organization
LCSW -- Licensed Clinical Social Worker

MATE -- Medical Assistance to Employment
MCHIP -- Managed Care Health Insurance Plans
MCO -- Managed Care Organization

MMIS -- Medicaid Management Information System
MPRO -- Michigan Peer Review Organization

NCPDP -- National Council for Prescription Drug Programs
NCQA -- National Committee for Quality Assurance
NPI -- National Provider Identifier

OB/GYN -- Obstetrician and Gynecologist
OT -- Occupational Therapy

PA -- Prior Authorization

PACE - Program of All-inclusive Care for the Elderly
PCCM -- Primary Care Case Management
PCP -- Primary Care Provider

PHI -- Protected Health Information

PIRS -- Patient Intensity Rating Survey
POC -- Plan of Care

PROV -- Provider

PSA -- Prostate Specific Antigen

PT -- Physical Therapy

QI -- Quality Improvement

QIP -- Quality Improvement Program
RFP -- Request For Proposal

RHC -- Rural Health Clinics

RN -- Registered Nurse

RTF -- Residential Treatment Facility

SLP -- Speech-Language Pathology
SPO -- State Plan Options

SSI -- Social Security Insurance
SSN -- Social Security Number
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State Plan -- State Plan for Medical Assistance

TB -- Tuberculosis

TDO -- Temporary Detention Order

TFCCM -- Treatment Foster Care Case Management
TMJ -- Temporomandibular Joint (disorder)

TPL -- Third-Party Liability

TPN -- Total Parenteral Nutrition

Title XIX -- Medicaid
Title XXI -- SCHIP
TTY/TDD -- Teletype/Telecommunication Device for the Deaf

UB-92 -- Universal Billing 1992 claim form

UM -- Utilization Management

U.S.C. -- United States Code

VAC -- Virginia Administrative Code

VAMMIS -- Virginia Medicaid Management Information System

VPN -- Virtual Private Network

WIC -- Women, Infants, and Children Special Supplement Nutrition program

XYZ -- Any Named Entity
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ARTICLE Il - FUNCTIONS AND DUTIES OF CONTRACTOR
A. REQUIREMENTS TO CONDUCT BUSINESS
1. Statutory and State Licensing and Certification Requirements

The Contractor shall retain at all times during the period of this Contract a valid license
issued by the Virginia State Corporation Commission’s Bureau of Insurance and comply
with all terms and conditions set forth in the Code of Virginia §38.2-4300 through 38.2-
4323, 14VAC5-210-10 et. seq., §38.2-5800 through 38.2-5811, and any and all other
applicable laws of the Commonwealth of Virginia, as amended.

Pursuant to §32.1-137.1 through §32.137.7 Code of Virginia, and 12VAC5-408-10 et.
seg., all managed care health insurance plan licensees must obtain service area approval
certification and remain certified by the State Health Commissioner Center for Quality
Health Care Services and Consumer Protection to confirm the quality of health care
services they deliver.

2. In and Out-of-State Providers

A Contractor licensed in Virginia may include in its provider network providers which
are located across State boundaries, as long as all such providers are necessary for the
delivery of services to enrollees in a particular locality.

The Contractor may also utilize in-state and out-of-state providers, who are not enrolled
as FAMIS providers; however, the Contractor must make a best effort to enroll all
providers in Virginia FAMIS/Medicaid as a FAMIS/Medicaid provider.

3. Financial Statements

a. The Contractor shall submit to the Department a copy of all quarterly and
annual filings submitted to the Bureau of Insurance. A copy of such filing shall
be submitted to the Department on the same day on which it is submitted to the
Bureau of Insurance.

Any revisions to a quarterly and/or annual BOI financial statement shall be
submitted to the Department on the same day on which it is submitted to the
BOI.

b. The Contractor shall agree to work with the Provider Reimbursement
Division of the Department to develop a financial report that details medical
expenditure categories total enrollee months related to the expenditures,
Incurred But Not Paid (IBNP) amounts, and all administrative expenses
associated with the FAMIS program. The Department reserves the right to
approve the final format of the report. (Attachment I will be modified to
reflect final changes to the report.) The report shall be submitted on a
quarterly basis to the Department. The first quarterly reporting period shall
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begin on July 1 and end on September 30. This report is subject to audit and
verification by the Department.

4. Financial Records

Throughout the duration of the Contract term, the Contractor shall operate and maintain
an accounting system that either (1) meets Generally Accepted Accounting Principles
(GAAP) as established by the Financial Accounting Standards Board, or (2) can be
reconciled to meet GAAP. This accounting system shall have the capability to produce
standard financial reports and ad hoc financial reports related to financial transactions
and ongoing business activities, and the Contractor shall enhance or update it upon
request. Prior to Contract signature, the Contractor must notify the Department about the
basis of accounting the Contractor will be using. Throughout the term of the Contract, the
Contractor must notify the Department prior to making any changes to its basis of
accounting.

5. Financial Solvency Information

The Bureau of Insurance of the Virginia State Corporation Commission regulates the
financial stability of all licensed MCOs in Virginia. The Contractor agrees to comply
with all Bureau of Insurance standards. Entities that are not licensed by the Bureau of
Insurance must meet all risk and reserve requirements outlined by the Bureau.

6. Changes in Reserves

The Contractor shall report to the Department within two (2) business days of any
sanctions or changes in reserve requirements imposed by the Bureau of Insurance or any
other entity.

7. Business Transactions Reporting

The Contractor, whether an HMO or not, shall comply with §1318 of the Health
Maintenance Organization Act (42 U.S.C. 8300, et seq.), as amended, which requires
the disclosure and justification of certain transactions between the Contractor and any
related party, referred to as a Party in Interest. Transactions reported under 42 U.S.C.
8300e, et seq., as amended, must be justified as to their reasonableness and potential
adverse impact on fiscal soundness.

The information provided for transactions between the Contractor and a Party in Interest
will include the following:

a. The name of the Party in Interest in each transaction;
b A description of each transaction and if applicable, the quantity of units
involved,
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C. The accrued dollar value of each transaction during the calendar year; and
d. A justification of the reasonableness of each transaction.

The Contractor shall notify the Department within five (5) calendar days after any
publicly announced acquisition agreement, pre-merger agreement, or pre-sale agreement
impacting the Contractor’s ownership. Business transactions to be disclosed include, but
are not limited to:

a. Any sale, exchange, or lease of any property between the Contractor and a Party
in Interest;
b. Any lending of money or other extension of credit between the Contractor and a

Party in Interest; and

C. Any furnishing for consideration of goods, services (including management
services) or facilities between the Contractor and a Party in Interest. Business
transactions for purposes of this section do not include salaries paid to employees for
services provided in the normal course of employment by the Contractor.

At least five (5) calendar days prior to any change in ownership, the Contractor must
provide to the Department information concerning each Person with Ownership or
Control Interest as defined in this Contract. This information includes but is not limited
to the following:

a. Name, address, and official position;
b. A biographical summary;
C. A statement as to whether the person with ownership or control interest is

related to any other person with ownership or control interest such as a
spouse, parent, child, or sibling;

d. The name of any organization in which the person with ownership or
control interest in the Contractor also has an ownership or control interest,
to the extent obtainable from the other organization by the Contractor
through reasonable written request. The Contractor must keep copies of all
written requests and responses and provide them to the Department when
requested; and

e. The identity of any person, principal, agent, managing employee, or key
provider of health care services who (1) has been convicted of a criminal
offense related to that individual’s or entity’s involvement in any program
under FAMIS or Medicare since the inception of those programs (1965) or
(2) has been excluded from the Medicare and FAMIS programs for any
reason. This disclosure must be in compliance with 81128, as amended, of
the Social Security Act, 42 U.S.C. §1320a-7, as amended, and 42 C.F.R.
8455.106, as amended, and must be submitted on behalf of the Contractor
and any subcontractor as well as any provider of health care services or
supplies.
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Federal regulations contained in 42 C.F.R. 8455.104 and 42 C.F.R. 8455.106 also require
disclosure of all entities with which a FAMIS provider has an ownership or control
relationship. The Contractor shall provide information concerning each Person with
Ownership or Control.

8. Changes in Key Staff Positions

To promote continual effective communication, the Contractor must notify the
Department in writing of changes in key staff positions, particularly the Contract
Administrator, Chief Financial Officer, Medical Director, Case Management staff,
Member Services/Operations Manager, and Information Technology staff within fifteen
(15) calendar days of any change. These changes are to be reported when individuals are
either lost or added to these key positions.

9. Conflict of Interest Safeguards

In accordance with 1932(d)(3) of the Social Security Act, the Contractor shall comply
with conflict of interest safeguards with respect to officers and employees of the
Department having responsibilities relating to this contract. Such safeguards shall be at
least as effective as described in the Federal Procurement Policy Act (41 U.S.C. section
27) against conflicts of interest that apply with respect to Federal procurement officials
with comparable responsibilities with respect to such contracts.

10. Medical Management

The Contractor shall provide local medical management through licensed registered
nurses (RNs) or individuals with appropriate professional clinical expertise to perform
case management activities for the Contractor’s FAMIS enrollees. The Contractor shall
have a full-time, Virginia-based medical director who is a Virginia-licensed medical
doctor. Medical management staffing shall be at a level that is sufficient to perform all
necessary medical assessments and to meet all FAMIS enrollees’ case management needs
at all times.

11.  Responsiveness to the Department

The Contractor shall acknowledge receipt of the Department’s written, electronic, or
telephonic requests for assistance, including case management requests, involving
enrollees or providers as expeditiously as the enrollee's health condition requires or no
later than within two business (2) days of receipt of the request from the Department.
The Contractor’s acknowledgement must include a planned date of resolution. A
detailed resolution summary advising the Department of the Contractor’s action and
resolution shall be rendered to the Department in the format requested. The
Department’s requests for case management services and/or requests for the Contractor to
contact the enrollee/provider must occur within the time frame set forth by the
Department.
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The Department’s urgent requests for assistance such as issues involving legislators,
other governmental bodies, or as determined by the Department, must be given priority
by the Contractor and completed in accordance with the request of and instructions from
the Department. The Department shall provide guidance with respect to any necessary
deadlines or other requirements. A resolution summary, as described by the Department
shall be submitted to the Department.

12. Base of Operations

The Contractor shall have a dedicated Virginia Medicaid project manager located in an
operations/business office within the Commonwealth of Virginia. The Virginia project
manager shall be authorized and empowered to make operational and financial decisions
including rate negotiations for Virginia business, claim payment, and provider
relations/contracting. The project manager shall be able to make decisions about
managed care expansions and shall represent the Contractor at the Department’s
meetings. The Virginia-based location must include a designee who can respond to issues
involving systems and reporting, appeals, quality assessment, member services, EPSDT
services management, pharmacy management, medical management, and case
management. The Virginia office shall include a Virginia licensed and Virginia based
medical director and dedicated staff able to perform member advocacy and provider
network development. Provider relations staff shall be located within the geographic
region where the contractor operates. Member Advocates must assist enrollees in writing
complaints and are responsible for monitoring the complaint through the Contractor’s
complaint process. The Department does not require claims, medical management,
customer service, pharmacy management, or member services to be physically located in
Virginia.

Prior to diverting any of the specified key personnel for any reason, the Contractor shall
notify the Department within two (2) business days of the decision and shall submit
justification (including proposed substitutions) in sufficient detail to permit evaluation of
the impact on the delivery of covered services.

13. Cultural Competency

The Contractor must demonstrate cultural competency in its dealing, both written and
verbal, with enrollees and must understand that cultural differences between the provider
and the member cannot be permitted to present barriers to access and quality health care
and demonstrate the ability to provide quality health care across a variety of cultures.

B. SUBCONTRACTOR MANAGEMENT AND MONITORING

The Contractor may enter into subcontracts for the provision or administration of any or
all FAMIS covered services or enhanced services. Subcontracting does not relieve the
Contractor of its responsibilities to the Department or enrollees under this Contract. The
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Department shall hold the Contractor accountable for all actions of the subcontractor and
its providers. Additionally, for the purposes of this contract, the subcontractor’s
providers shall be considered providers of the Contractor. This includes subcontracts for
dental, vision, mental health, prescription drugs, or other providers.

All subcontracts entered into pursuant to this Contract shall meet the following
delegation and monitoring requirements.

The Contractor must ensure that subcontractors and providers in their networks are
licensed by the State and have received proper certification or training to perform the
specific services for which they are contracted. The Contractor shall neither participate
with nor enter into any provider agreement with any individual or entity that has been
excluded from participation in federal health care programs.
1.  Delegation Requirements

a. All subcontracts shall be in writing,

b.  Subcontracts shall fulfill the requirements of this Contract and applicable
Federal and State laws and regulations,

C. Subcontracts shall specify the activities and reporting responsibilities
delegated to the subcontractor, and

d.  Subcontracts shall provide provisions for revoking delegation or imposing
sanctions in the event that the subcontractor’s performance is inadequate.

2. Monitoring Requirements

a. The Contractor shall perform on-going monitoring of all subcontractors.

b. The Contractor shall perform a formal review of all subcontractors at least
annually.

C. The Contractor shall monitor encounter data of its subcontractor before

the data is submitted to the Department. The Contractor shall apply
certain key edits to the data to ensure accuracy and completeness. These
edits shall include, but not be limited to, recipient and provider
identification numbers, dates of service, diagnosis and procedure codes,
etc.

d. As a result of monitoring activities conducted by the Contractor (through
on-going monitoring and/or annual review), the Contractor shall identify
to the subcontractor deficiencies or areas for improvement, and shall
require the subcontractor to take appropriate corrective action.
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To the extent that the Contractor uses one or more subcontractors or agents to provide
services under the Contract, and such subcontractors or agents receive or have access to
the Protected Health Information (PHI), each such subcontractor or agent shall sign an
agreement with the Contractor that complies with HIPAA.

The Contractor shall ensure that any agents and subcontractors to whom it provides PHI
received from the Department (or created or received by The Contractor on behalf of the
Department) agree in writing to the same restrictions, terms, and conditions relating to
PHI that apply to the Contractor in this Contract. The Department shall review and
approve all such written agreements between The Contractor and its agents and
subcontractors prior to their effectiveness.

All subcontracts entered into pursuant to this Contract shall be in writing and fulfill the
requirements of this Contract and applicable Federal and State laws and regulations. For
example, all contracts must ensure the level and quality of care required under this
Contract.

Subcontracts with the Contractor for delegated, administrative and medical services in
the areas of planning, finance, reporting systems, administration, quality assessment,
credentialing, recredentialing, utilization management, enrollee services, claims
processing, or provider services must be submitted to the Department at least thirty (30)
calendar days prior to their effective date. This includes subcontracts for vision mental
health, prescription drugs or other providers of service. All subcontracts are subject to the
Department’s written approval. The Department may revoke such approval, if the
Department determines that the subcontractors fail to meet the requirement of this
Contract. Subcontracts which require the subcontractor to be responsible for the
provision of FAMIS covered services must include the terms set forth in Attachment IV,
and, for the purposes of this Contract, that subcontractor shall be considered both a
subcontractor and network provider. Subcontracts will be considered approved if the
Department has not responded within thirty (30) calendar days of the date of
departmental receipt of request.

All subcontracts must ensure the level and quality of care required under this Contract.
The Contractor shall require all its subcontractors to submit to the Department, for review
and approval, all mass-generated letters intended for provider and/or enrollee
distribution, 30 days prior to their planned distribution. This does not include materials
for wellness or business purposes, but does extend to letters to generate provider
enrollment or advising enrollees of enrollment/disenroliment or other Department
functions. The Department shall review and return these documents with any
recommended changes within three (3) business days (Note: this turnaround time does
not apply to review of handbook booklets, contractor marketing materials, or other
mailings whose review process is identified elsewhere in this contract.)

C. MARKETING MATERIALS AND SERVICES
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For the purposes of this Contract, “Marketing Materials and Services” activities as
defined shall apply to FAMIS enrollees. All Contractors are encouraged to utilize
subcontractors for marketing purposes; however, Contractors will be held responsible by
the Department for the marketing activities and actions of subcontractors who market on
their behalf. Marketing and outreach activities shall not be included in the capitation
payment rate to MCOs and shall not be a reimbursable expense to the MCOs.

1. Marketing Services

The Contractor shall:
a. Offer its plan to FAMIS enrollees and provide to the parents or guardians
of those interested in enrolling adequate, written descriptions of the
MCQO’s rules, procedures, benefits, fees and other charges, services, and
other information necessary for enrollees to make an informed decision
about enrollment.

b. The Contractor shall utilize Department designed and approved brochures,
application and enrollment forms to provide to the parents or guardians of
potential enrollees that lists all the possible MCO choices available in the
enrollees’ locality/region.

C. Ensure that all promotional items and materials are approved by the
Department prior to printing and distribution. The Contractor may include
the name of the MCO and a general phone number for the MCO in the
designated space on the Department’s designed and approved FAMIS
materials. The Department will approve, deny, or ask for modifications to
the materials within thirty (30) days of the date of receipt by the
Department.

d. Order FAMIS brochures, applications and other materials via the FAMIS
website or by contacting the FAMIS Outreach Manager.

2. Allowable MCO Marketing Activities

Allowable marketing activities include but are not limited to: distribution and posting of
written promotional materials pre-approved by the Department; networking, giveaways
that are of a reasonable dollar amount so as not to be an incentive; mail campaigns to
regions of parents or guardians of potential enrollees; fulfillment of requests from parents
or guardians of potential enrollees to the MCO for general information, brochures and/or
provider directories; marketing at community sites; hosting or participating in health
awareness events, community events, and health fairs and screenings.

The Contractor must make available informational material that includes the Department
approved MCO health plan information.

3. Use of the FAMIS Logo
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The MCOs may utilize the Department designed FAMIS logo on member identification
cards and member handbooks. All items or materials containing the FAMIS logo must
be pre-approved by the Department prior to final printing and distribution. The FAMIS
logo shall not be used on non-FAMIS items or materials.

The FAMIS logo must be used exactly as it is designed and shall not be altered in any
way. The MCO has the option of using the logo in a black and white format or the color
format, however, if the color format is utilized the colors shall not be changed, nor shall
it be reversed out.

MCOs may use the logo on member identification cards without the approved tag line.
All other use of the logo must include the tag line and FAMIS phone number.

4, Prohibited Marketing and Outreach Activities

The MCOs are prohibited from the following marketing and outreach activities targeting
prospective FAMIS enrollees under this Contract:

a. Engaging in any informational or marketing activities which could
mislead, confuse, or defraud enrollees or misrepresent the Department.

b. Marketing the FAMIS program as a program specific to their
company/organization. The Contractor shall market the FAMIS program
as a program of the Commonwealth of Virginia. Materials shall indicate
that FAMIS is a program of the Commonwealth, administered by DMAS
in partnership with (name of MCO).

C. Direct marketing to any child under nineteen (19) years of age.

d. Offering financial incentive, cash rewards, cash gifts, or to eligible
enrollees or the parent or guardian of any potential enrollee as an
inducement to enroll in the Contractor’s plan other than to offer the health
care benefits from the Contractor pursuant to their FAMIS contract or as
permitted above.

e. Using the health status or medical condition of any individual who is
identified as a prospective FAMIS member for purposes of marketing. If
a medical or eligibility database is used to identify prospective FAMIS
members for purposes of marketing, the Contractor must ensure that there
is no violation of member confidentiality. Only the names of prospective
members may be used, not the health status or medical condition of the
individual.

f. Engaging in marketing or informational activities that target prospective
enrollees on the basis of health status or future need for health care

FAMIS Contract 2007 22 ARTICLE |



services, or which otherwise may discriminate against individuals eligible
for health care services.

g. Making home visits for marketing or enrollment activities unless at the
request of the potential enrollee’s parent or guardian.

h. No assertion or statement (whether written or oral) that the Contractor is
endorsed by the Center for Medicare and Medicaid Services (CMS);
Federal or State government; or similar entity.

I. No assertion or statement that the recipient must enroll with the
Contractor in order to keep from losing benefits.

D. ELIGIBILITY AND ENROLLMENT

In conducting any enrollment-related activities permitted by this Contract or otherwise
approved by the Department, the Contractor shall assure that enrollee enrollment is
voluntary and without regard to health status, physical or mental condition or handicap,
age, sex, national original, race, or creed. The Contractor shall notify the enrollee of his
or her enrollment in the Contractor’s plan through a letter submitted simultaneously with
the enrollee handbook. Eligible children shall be covered by FAMIS benefits effective
the first day of the month of application for FAMIS. An application is defined as the date
a signed application form is received by the CPU or the local Department of Social
Services (DSS) office and stamped in. The enrollee shall receive services under the fee-
for-service component until enroliment in an MCO is complete.

The Department has contracted with a firm that will provide many of the administrative
services of the FAMIS program. The Central Processing Unit (CPU), hereinafter referred
to as the “designated agent,” will facilitate enrollment in FAMIS, including a telephone
call center, applications processing, eligibility determinations, MCO enrollment, cost-
sharing monitoring, reporting, and multiple electronic interfaces.

1. Enrollment Process into a Contracting MCO

Eligible enrollees shall be enrolled into participating, locality-specific FAMIS MCOs via
an electronic database. The enrollee shall be enrolled into the designated plan
immediately upon verification of eligibility to be effective with the next available
enrollment cycle. The last date to enroll in order to become effective in the next
enrollment cycle shall be designated by the Department. The effective date of enrollment
shall be the first day of the next month.

The MCO shall create and maintain an electronic mechanism that will allow for the
download of enrollee eligibility and enrollment information. The data elements
transferred shall include, but are not limited to enrollee name, ID number, address, date
of birth, age, sex, race, social security number, if available.
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The MCO shall be responsible for generating a plan membership package that includes
the FAMIS membership card, provider directory, enrollee handbook and evidence of
coverage.

Individuals who are eligible and enrolled in the Virginia Birth-Related Neurological
Injury Compensation Fund, commonly known as the Birth Injury Fund are excluded from
managed care enrollment.

There shall be no retroactive enrollment in managed care.
2. File Transmission

The MCOs shall receive via electronic mechanism, the enrollment and capitation
payment information and reports. The MCO shall accept enrollment and capitation
payment information on a monthly basis, as well as by transaction type. The MCO shall
establish a mechanism to accept the electronic transfer of funds from the Department or
its fiscal agent for the capitation payments.

3. Individuals Excluded from FAMIS

The Contractor shall cover all FAMIS eligible individuals, with the exception of
individuals excluded from FAMIS MCOs by the Department. The Contractor shall not
cover any services rendered in free-standing psychiatric hospitals to enrollees up to
nineteen (19) years of age, unless as an enhanced benefit. Inpatient psychiatric services
rendered in a psychiatric unit of a general acute care hospital shall be covered for all
FAMIS eligible enrollees.

4. Enrollment of Newborns

Any newborn whose mother is a FAMIS enrollee enrolled in the Contractor’s plan on his
or her date of birth shall be deemed an enrollee of that MCO for three calendar months
(the birth month plus two months). The newborn’s continued enrollment with the
Contractor is not contingent upon the mother’s enrollment.  The Department shall
reimburse the Contractor appropriate capitation for a newborn of an enrolled recipient
during the birth month plus two additional months. The charges for newborns to mothers
enrolled with the Contractor are the responsibility of the Contractor in all cases. The
Contractor may not deny payment to a provider as a result of DSS or FAMIS CPU
newborn enrollment errors.

To remain an enrollee of the Contractor’s plan, the infant must be identified through
established enrollment procedures. Infants born to mothers enrolled with FAMIS who do
not receive a FAMIS identification number prior to the end of the third month will be
canceled. The Contractor is responsible for advising the Department monthly of all
newborns born to a mother who is a FAMIS enrollee. The Contractor is responsible for
advising the mother/guardian that in order to receive coverage for the newborn, the CPU
must be notified of the birth. Additionally, the Contractor is responsible for advising the
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Department quarterly of all live birth outcomes via electronic report using the format
reflected in Attachment XIII.

5. Assignment to MCOs

The Department or its designated agent shall enroll enrollees directly into the MCO. If no
enrollment response is received from the enrollee by the last day to enroll, the
Department or its designated agent shall randomly assign enrollees to locality specific
MCOs or to the MCO of other FAMIS eligible children in the family. In areas with one
participating MCO, all FAMIS enrollees shall be assigned to that MCO.

The Contractor shall be responsible for keeping its network of providers informed of the
enrollment status of each enrollee. The Contractor shall be able to report and ensure
enrollment to network providers through electronic means.

6. Open Enrollment

Clients will be notified of their ability to change plans at least sixty (60) days before the
end of the annual eligibility re-evaluation period. MCOs that have contractual enrollment
limits shall be able to retain existing enrollees who select them and shall be able to
participate in open enrollment until contractual limits are met.

7. Enrollment Period

Following their initial enrollment into an MCO, FAMIS enrollees shall be restricted to
that MCO until the next open enrollment period.

For the initial ninety (90) calendar days following the effective date of enrollment, the
enrollee will be permitted to disenroll from one MCO to another without cause. One plan
change will be allowed without cause during this enrollment period.

If the enrollee does not disenroll during the ninety (90) day period, he/she may not
disenroll without cause for the remainder of the 12 month enrollment period.

In addition, within sixty (60) days prior to the end of their enrollment period, the
Department’s designated agent will inform the enrollee of the opportunity to remain with
the current MCO, or change to another MCO without cause. Those enrollees who do not
choose a new MCO within sixty (60) days prior to the end of the enrollment period shall
remain in his or her current MCO.

8. Disenrollment

Under limited circumstances members may be able to disenroll from one MCO and enroll
into another MCO with cause.

a. From MCO for Cause
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Cause requests must be in writing to the Department and cite the specific
reason(s) why the enrollee wishes to change health plans. The Department will
define the reasons under which cause for disenrollment may exist. Cause is
available only in areas with more than one MCO and does not allow an enrollee
to go into Title X1X programs.

The Department will establish procedures for cause disenrollment.  The
Department will respond to cause requests in writing within 30 business days of
the Department’s receipt of requests.

b. From MCO due to Employer Sponsored Health Insurance (ESHI)

Enrollees who are determined eligible to participate in the voluntary employer-
sponsored health insurance (ESHI) component of the FAMIS program shall be
disenrolled from the MCO. ESHI is a voluntary component for families that have
access to health insurance through their employer. FAMIS-eligible children with
access to ESHI will be initially enrolled with a FAMIS MCO. Once enrolled in
their employer’s plan the Department or its designated agent will notify the MCO
that the child will be disenrolled from the MCO. The specific timing and
procedures will be worked out by the Department to avoid lapses in coverage for
these children.

C. From Program due to Loss of FAMIS Eligibility due to Status Change

The enrollee will lose eligibility for FAMIS upon occurrence of any of the
following events, (which are not considered in the determination of capitation
fees under this Contract):

i. Death of the enrollee;

ii. No longer meet financial or eligibility requirements of the FAMIS
program;

ii Transfer to a Medicaid eligibility category including approval by
the Department or CMS, as appropriate, of HCBS waivered
services; or

(\2 Individuals who have other comprehensive group or individual
health insurance coverage.

The Department will determine the need for status change disenroliment based on
input and supporting documentation from the Contractor and/or other source(s).
The Contractor shall not be liable for the payment of any services covered under
this Contract rendered to an enrollee after the effective date of the enrollee’s
exclusion or loss of FAMIS eligibility, except for specially manufactured DME
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that was prior-authorized by the contractor . However, in cases where
disenrollment is anticipated, the Contractor is responsible for the authorization
and provision of all services covered under this contract until notified of the
disenrollment by the Department or the designated agent.

d. Contractor Transfer of Information Upon Enrollee Disenrollment or
Exclusion

The Contractor will assist the Department in collecting data regarding reasons for
enrollment and disenrollment in the Contractor’s managed care plan.

The Department will share with the Contractor data that its agents have regarding
reasons for enrollment and disenrollment, when such information is available.

When an enrollee for whom services have been authorized but not provided as of
the effective date of disenrollment or disenrolled from the Contractor’s plan and
from FAMIS, the Contractor shall provide to the Department or the relevant PCP
the history for that enrollee upon request. This prior authorization history shall be
provided to the Department or the relevant PCP within five (5) business days of
request.

9. Automatic Assignment

The Contractor will accept assignment for any eligible FAMIS enrollee.

10.  Automatic Re-Enrollment

Enrollees who were previously enrolled with the Contractor and who regain eligibility for
FAMIS enrollment within sixty (60) calendar days of the effective date of exclusion or

disenrollment will be reassigned to the Contractor, as appropriate, provided sufficient
enrollee slots are available under this Contract.

11. Enrollment Effective Time

All MCO enrollments are effective after the application is deemed complete, and at
which time they appear on the enrollment roster. All disenrollments are effective 11:59
p.m. the last day of enrollment. If the disenrollment is the result of a plan change, it is
effective the last day of the month. If the disenrollment is the result of any exclusion, it
may be effective any day during the month.

12. PCP Notification of Enrollee Panel

The Contractor must have in place policies and procedures that are acceptable to the
Department for notifying PCPs of their panel composition within five (5) business days
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of the date on which the MCO receives the enrollment roster from the Department or its
designated agent.

13. Enrollment Verification

The Contractor must have in place policies and procedures to ensure that in- and out-of-
network providers can certify enrollment in the Contractor’s plan prior to treating a
patient for non-emergency services. The Contract must provide within five (5) business
days of the date on which the Contractor receives the enrollment roster from the
Department or its designated agent, the ability to verify enrollment by telephone or by
another timely mechanism.

14. Choice of Health Professional

The Contractor must have written policies and procedures for assigning each of its
enrollees to a PCP. Any changes or modifications to these policies and procedures must
be submitted by the Contractor to the Department at least thirty (30) calendar days prior
to implementation and must be approved by the Department. The PCP must be specialty
appropriate for children.

a. Enrollee Choice of PCP

The Contractor shall offer each enrollee covered under this Contract the
opportunity to choose a PCP affiliated with the Contractor to the extent that open
panel slots are available at the MCO designated timeframe.

b. Default Assignment of PCP

If the enrollee does not request an available PCP prior to the enrollment effective
date, then the Contractor may assign the new enrollee to a PCP within its
network, taking into consideration such known factors as current provider
relationships, language needs (to the extent they are known), age and sex,
enrollment of family members (e.g., siblings), and area of residence. The
Contractor then must notify the enrollee in writing, on or before the first effective
date of enrollment with the Contractor, of his or her PCP’s name, location, and
office telephone number.

C. Timing of PCP Assignment

The enrollee must have an assigned PCP from the date of enrollment with the
plan.

d. Change of PCP

The Contractor must allow enrollees to select or be assigned to a new PCP when
requested by the enrollee, when the Contractor has terminated a PCP, or when a
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PCP change is ordered as a part of the resolution to a formal grievance
proceeding. When an enrollee changes his or her PCP the Contractor must make
the enrollee’s medical records or copies thereof available to the new PCP within
ten (10) business days from receipt of request.

15. Enrollee Information Packet

The Contractor shall provide each enrollee, prior to the first day of the month in which
their enrollment starts an information packet indicating the enrollee’s first effective date
of enrollment. The Contractor shall utilize at least first class or priority mail delivery
services as the medium for providing the enrollee member identification cards. The
Department must receive a copy of this enrollee information packet on an annual basis
for

review. At a minimum, the enrollee information packet shall include:

a. An introduction letter
b. A FAMIS identification card

C. A Provider Directory listing, including a list of the names, telephone
numbers, hours of operation, and service site addresses of primary care
providers available for selection, the names and addresses of all other
network providers, area of specialty, Board certification, and any areas of
expertise of the provider.

d. Enrollee Handbook

The Contractor is required to send the enrollee a new identification card
and Enrollee Information Packet upon request by the enrollee.

16. Evidence of Coverage/Enrollee Handbook

The Contractor shall submit a copy of the Enrollee Handbook to the Department for
approval thirty (30) calendar days prior to distribution. The Department will respond
within thirty (30) calendar days of the date of the Department’s receipt of the request.
The Enrollee Handbook created for the FAMIS program shall be a separate Handbook
document and shall not be an addendum to aHandbook for other programs, e.g.
Medallion II.

The Contractor must update the Handbook annually, addressing changes in policies
through submission of a cover letter explicitly identifying sections that have changed.
Such changes must be approved by the Department prior to dissemination to enrollees
and shall be submitted to the Department at least thirty (30) calendar days prior to
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planned use. The Department will respond to changes to the Handbook at least thirty (30)
calendar days of the date of Departmental receipt of request. If the Department has not
responded to the Contractor within thirty (30) days from receipt of the Handbook, the
Contractor may proceed with its printing schedule. Any changes to content subsequent to
printing shall be corrected through an addendum or subsequent printing mutually agreed
upon between the Contractor and the Department.

The Handbook must be provided to each enrollee (and potential enrollee if requested)
after the Contractor receives notice of the enrollee’s enroliment data from the Department
or its designated agent and prior to the first day of the month in which their enrollment
starts. The Handbook must include at a minimum the following information:

a. Table of Contents

b. Enrollee Eligibility

C. Choosing or Changing a PCP

d. Making Appointments and Accessing Care

e. Enrollee Services

f. Emergency Care

g. Enrollee Identification Cards
h. Enrollee Responsibilities

I. Complaints, Grievances, and Appeals
J. Translation Services

k. Program or Site Changes

Information regarding the enrollee’s repayment of capitation
premium payments if enrollment is discontinued due to failure to report
truthful or accurate information when applying for FAMIS.

E. ENROLLEE IDENTIFICATION CARD
1. Enrollment Verification
The Department or its designated agent shall provide monthly to the Contractor an EDI
transmission of all FAMIS enrollees who have selected or been assigned automatically to

the Contractor’s plan. The transmission, or “enrollment roster,” shall be provided to the
Contractor sufficiently in advance of the enrollee enrollment effective date to permit the
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Contractor to fulfill its identification card issuance and PCP notification responsibilities,
described elsewhere in this Contract. Should the enrollment roster be delayed in its
delivery to the Contractor, the applicable timeframes for identification card issuance and
PCP notification shall be extended by one (1) business day for each day the enrollment
roster is delayed. The Department or its designated agent and the Contractor shall
reconcile each enrollment roster as expeditiously as is feasible.

The Department or its designated agent shall provide monthly to the Contractor a
transmission of all FAMIS enrollees identified as Alaska Natives or American Indians
who have selected or been assigned automatically to the Contractor’s plan. The file shall
be provided to the Contractor sufficiently in advance of the enrollee enrollment effective
date to permit the Contractor to fulfill its identification card issuance requirements.

2. Enrollee Identification Card

The Contractor shall provide each enrollee an identification card that is recognizable and
acceptable to the Contractor’s network providers. The Contractor’s identification card
must also serve as sufficient evidence of coverage for non-participating providers. The
Contractor’s identification card will include, at a minimum, the name of the enrollee, a
FAMIS identifier, the name and address of the Contractor, the name of the enrollee’s
primary care provider, the enrollee’s co-payment amount, a telephone number to be used
to access after-hours non-emergency care, instructions on what to do in an emergency,
Medicaid ID number, and a Contractor identification number, if applicable. The
Contractor must submit and receive approval of the identification card from the
Department for approval prior to production of the cards.

The Contractor shall provide each enrollee, prior to the first day of the month in which
their enrollment starts an identification card. The Contractor must be prepared to accept
the enrollment report on or after the twentieth (20™) day of each month. The Contractor
must mail all enrollee identification cards, utilizing at least first class or priority mail
delivery services, in envelopes marked with the phrase “Return Services Requested.”

The Contractor shall provide a report to the Department on a monthly basis with the date
and the number of identification cards mailed to new members enrolled each month, and
the number of identification cards that were re-issued during the prior month.
Additionally, the Contractor shall submit a monthly report of returned I.D. cards. The
report must identify all returned cards, with the enrollee’s identification number, first/last
name, incorrect address, and correct address if available.

F. COMMUNICATION STANDARDS
The Contractor must institute a mechanism for all enrollees who do not speak English to
communicate effectively with their PCPs and with Contractor staff and subcontractors. In

addition, the Contractor must provide TTY/TDD services for the hearing impaired.

The Contractor must make available enrollee handbooks in languages other than English
when five percent (5%) of the Contractor’s FAMIS enrolled population is non-English
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speaking and speaks a common language. The populations will be assessed by FAMIS
regions and will only affect handbooks distributed in the affected region.

All enrollment, disenrollment and educational documents and materials made available to
FAMIS enrollees by the Contractor must be submitted to the Department for its review
annually.

G. PROVISION OF CONTRACT SERVICES

Throughout the term of this Contract, the Contractor shall promptly provide, arrange,
purchase or otherwise make available all services required under this Contract to all of its
FAMIS enrollees. Services provided to inmates/incarcerated recipients enrolled with the
Contractor are not covered. The Contractor shall report monthly to DMAS any recipients
it identifies as incarcerated.

1. FAMIS Covered Services

The Contractor shall provide, arrange for, purchase or otherwise make available the full
scope of FAMIS services, with the exception of the carve-out services defined in Article
Il and other exceptions noted in this Article to which persons are entitled under the State
Children’s Health Insurance Plan as amended and as further defined by written
Department policies (including, but not limited to, agreements, statements, FAMIS
memorandum, instructions, or memoranda of understanding) and all applicable State and
Federal regulations, guidelines, transmittals, and procedures. Brief descriptions of
FAMIS covered services are provided in this Article.

In no case shall the Contractor establish more restrictive benefit limits for medically
necessary services than those established by FAMIS as defined in the State Children’s
Health Insurance Plan and other documents identified above. The Contractor shall
manage service utilization through utilization review and prior authorization, but not
through the establishment of benefit limits for medically necessary services that are more
restrictive than those established by FAMIS. The Contractor shall not arbitrarily deny or
reduce the amount, duration, or scope of a required service solely because of the
diagnosis, type of illness, or condition. Coverage decisions that depend upon prior
authorization and/or concurrent review to determine medical necessity must be
supervised by qualified medical professionals and completed within a reasonable period
of time after receipt of all necessary information.

The Contractor shall assume responsibility for all covered medical conditions of each
enrollee as of the effective date of coverage under the Contract, regardless of the date on
which the condition arose. The Contractor shall cover all pre-existing conditions.

2. Abortions

Under the terms of this contract, the Contractor shall not cover services for abortion, as
detailed in Attachment Il of “Covered Services.” All requests for abortions where the
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life of the mother is endangered shall be forwarded to the Department for review to
ensure compliance with SCHIP rules. The Department will be responsible for payment
of abortion services meeting Federal SCHIP requirements under the fee-for-service
program.

3. Chiropractic Services

The Contractor shall provide coverage of medically necessary spinal manipulation and
outpatient chiropractic services rendered for the treatment of an illness or injury up to
$500 per calendar year.

4. Clinic Services

The Contractor shall cover clinic services that are defined as preventive, diagnostic,
therapeutic, rehabilitative, or palliative services that are provided to outpatients and are
provided by a facility that is not part of a hospital but is organized and operated to
provide medical care to outpatients. With the exception of nurse-midwife services, clinic
services are furnished under the direction of a physician. Renal dialysis clinic visits are
also covered.

5. Dental and Related Services
a. Services Covered Under Medical

Under the terms of this contract, the Contractor shall not cover routine dental services
which are provided by a dental contractor. The Contractor shall assure it has processes in
place to refer enrollees seeking routine dental services to the dental contractor. The
Contractor will be responsible for medically necessary procedures of the mouth,
including but not limited to, the following:

i. CPT codes billed for dental services performed by an MD as a result of a
dental accident;

ii. Medically necessary procedures including but not limited to: cleft palate
repair, preparation of the mouth for radiation therapy, maxillary or
mandibular frenectomy when not related to a dental procedure,
orthognathic surgery to attain functional capacity (TMJ), and surgical
services on the hard or soft tissue in the mouth where the main purpose is
not to treat or help the teeth and their supporting structures.

b. Hospitalization and Anesthesia Related Services

The Contractor shall cover anesthesia and hospitalization for medically
necessary dental services as follows:
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i Coverage for children under age of 5, persons who are severely
disabled, and persons who have a medical condition that requires
admission to a hospital or outpatient surgery facility when
determined by a licensed dentist, in consultation with the covered
person’s treating physician, that such services are required to
effectively and safely provide dental care.

ii. The DBA will coordinate authorizations for these services using the
following procedures:

@) The dental service provider must submit the request for
authorization directly to the DBA;.

(b) The DBA reviews and approves the request for dental
related hospitalization and/or anesthesia based upon
medical necessity.

(©) The DBA coordinates the authorization with the
Contractor and within the Contractor’s provider network.

The Contractor shall honor anesthesia and hospitalizations for medically
necessary dental services as determined by the DBA. If the Contractor disagrees
with the DBA’s decision for medical necessity, the Contractor may appeal within
two (2) business days of the notification by the DBA of the authorization. The
appeal must be made directly with the Department’s Dental Benefits Manager.
The Department’s decision shall be final and shall not be subject to further appeal
by the Contractor. The Department’s decision, however, does not override any
decisions made as part of the recipient’s appeals process as described in Section P
of this contract.

The Contractor is not required to cover testing of fluoridation levels in well water.
6. Durable Medical Equipment

The Contractor shall cover durable medical equipment and other medically related or
remedial devices (such as prosthetic devices, implants, eyeglasses, hearing aids, dental
devices, and adaptive devices). Durable medical equipment and prosthetic devices and
eyeglasses are covered when medically necessary. There shall be no co-payment for
medical supplies. Medical equipment shall have an enrollee appropriate co-payment.

Any specialized DME authorized by the Contractor will be reimbursed by the Contractor,
even if the member is no longer enrolled with the plan or with Medicaid. Retraction of
the payment for specialized equipment can only be made if the member is
retrodisenrolled for any reason by the Department and the effective date of the
retrodisenrollment precedes the date the equipment was authorized by the Contractor.
The Department and all Contractors must use the valid preauthorization begin date as the
invoice date. Specialized equipment includes, but is not limited to, the following:
e Customized wheelchairs and required components;

FAMIS Contract 2007 34 ARTICLE |



e Customized prone standers; and,
e Customized positioning devices

For a complete listing of Medicaid covered medical supplies and equipment refer to the
Durable Medical Equipment (DME) and Supplies Appendix B of the Medicaid DME
Provider Manual, as amended.

7. Early Intervention Services

The Contractor shall cover medically necessary FAMIS covered services for children
from birth to age three who are determined eligible for Part C services of the Individuals
with Disabilities Education Act by the Department of Mental Health, Mental Retardation
and Substance Abuse Services or applicable Early Intervention Intragency Council.
Services are covered up to $5,000 per enrollee per calendar year. All services shall be
specific and provide effective treatment for the patient’s condition in accordance with
accepted standards of medical practice; this includes the requirement that the amount,
frequency, and duration of the services shall be reasonable. The Contractor or its
designated subcontractor may require prior authorization of services for the purposes of
determining medical necessity of therapies and services.

8. Emergency Services

The Contractor shall provide for the reasonable reimbursement of services needed to
ascertain whether an emergency exists in instances in which the clinical circumstances
that existed at the time of the beneficiary’s presentation to the emergency room indicate
that an emergency may exist.

The Contractor shall ensure that all covered emergency services are available twenty-four
(24) hours a day and seven (7) days a week.

The Contractor shall cover all emergency services provided by out-of-network providers.
Emergency services provided within the MCO plan’s service area shall include covered
health care services from nonaffiliated providers. In absence of an agreement to
otherwise, all claims for emergency services shall be reimbursed at the applicable
Virginia Medicaid fee-for-service rate in effect at the time the service was rendered.

The Contractor may not limit what constitutes an emergency medical condition on the
basis of lists of diagnoses or symptoms. Additionally the Contractor shall not refuse to
cover emergency services based on the emergency room provider, hospital, or fiscal
agent not notifying the enrollee’s primary care provider or the Contractor of the
enrollee’s screening and treatment within 10 calendar days of presentation for emergency
services. An enrollee who has en emergency medical condition may not be held liable for
payment of subsequent screening and treatment needed to diagnose the specific condition
or stabilize the patient.

FAMIS Contract 2007 35 ARTICLE |



The Contractor may not retroactively deny a claim for an emergency screening
examination because the condition, which appeared to be an emergency medical
condition under the “prudent layperson” standard, as defined herein, was in fact non-
emergency in nature.

The Contractor may not require prior authorization for emergency services. This applies
to out-of-network as well as to in-network services that an enrollee seeks in an
emergency.

Enrollees who present to the emergency room shall pay the emergency room co-payment.
If it is determined that the visit was a non-emergency, the hospital may bill the enrollee
only for the difference between the emergency room and non-emergency co-payments,
i.e. $8.00 for <150% and $20.00 for >150%. The hospital may not bill for additional
charges.

In accordance with Section 1867 of the Social Security Act, hospitals that offer
emergency services are required to perform a medical screening examination on all
people who come to the hospital seeking emergency care, regardless of their insurance
status or other personal characteristics. If an emergency medical condition is found to
exist, the hospital must provide whatever treatment is necessary to stabilize that
condition. A hospital may not transfer a patient in unstabilized emergency condition to
another facility unless the medical benefits of the transfer outweigh the risks, and the
transfer conforms to all applicable requirements. When emergency services are provided
to an enrollee of the Contractor, the organization’s liability for payment is determined as
follows:

a. Presence of a Clinical Emergency - If the screening examination leads to a
clinical determination by the examining physician that an actual emergency
medical condition exists, the Contractor must pay for both the services involved
in the screening examination and the services required to stabilize the patient.

b. Post Stabilization Care - Emergency Services Continue Until the Patient Can be
Safely Discharged or Transferred - The Contractor shall pay for all emergency
services which are medically necessary until the clinical emergency is stabilized.
This shall include payment for all treatment that may be necessary to assure,
within reasonable medical probability, that no material deterioration of the
patient’s condition is likely to result from, or occur during, discharge of the
patient or transfer of the patient to another facility.

If there is a disagreement between a hospital and the Contractor concerning
whether the patient is stable enough for discharge or transfer, or whether the
medical benefits of an unstabilized transfer outweigh the risks, the judgment of
the attending physician(s) actually caring for the enrollee at the treating facility
prevails and is binding on the Contractor. The Contractor may establish
arrangements with hospitals whereby the Contractor may send one of its own
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physicians with appropriate ER privileges to assume the attending physician’s
responsibilities to stabilize, treat, and transfer the patient.

Post stabilization services are services subsequent to an emergency that a treating
physician views as medically necessary AFTER an emergency medical condition
has been stabilized.

The Contractor must cover the following services without requiring authorization,
and regardless of whether the enrollee obtains the services within or outside the
Contractor’s network.

Post stabilization care services that were preapproved by the Contractor, or were
not preapproved by the Contractor because the Contractor did not respond to the
provider of post-stabilization care services request for pre-approval within one (1)
hour after being requested to approve such care, or could not be contacted for pre-
approval.

C. Absence of a Clinical Emergency - If the screening examination leads to a
clinical determination by the examining physician that an actual emergency
medical condition does not exist, the Contractor shall pay for all services involved
in the screening examination if the presenting symptoms (including severe pain)
were of sufficient severity to have warranted emergency attention under the
“prudent layperson” standard, as defined herein. If an enrollee believes that a
claim for emergency services has been inappropriately denied by the Contractor,
the enrollee may seek recourse through the MCO or the State's designated
external review organization appeal process.

d. Referrals - When an enrollee’s primary care physician or other plan
representative instructs the enrollee to seek emergency care in-network or out-of-
network, the MCO shall be responsible for payment for the medical screening
examination and for other medically necessary emergency services, without
regard to whether the patient meets the “prudent layperson” standard, as defined
herein.

The Contractor shall cover those medical examinations performed in emergency
departments for enrolled children as part of a child protective services investigation. The
Contractor may require that continuing care following the conclusion of an emergency,
be obtained from a network provider or another health care provider specified by the
Contractor. An emergency shall be deemed to have concluded at such time as the enrollee
can, without medically harmful consequences, travel or be transported to an appropriate
Contractor facility or to such other facility as the Contractor may designate.

9. Family Planning Services and Supplies

The Contractor shall cover all family planning services, which includes services, and
drugs and devices for individuals of childbearing age, which delay or prevent pregnancy,
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but does not include services to treat infertility or to promote fertility. FAMIS covered
services include drugs and devices provided under the supervision of an in network
physician.

Code of Virginia § 54.1-2969 (D), as amended, states that minors are deemed adults for
the purpose of consenting to medical services required in case of birth control, pregnancy
or family planning, except for purposes of sexual sterilization.

The MCO may not restrict an enrollee’s choice of provider for family planning services
or supplies, and the MCO is required to cover all family planning services and drugs and
devices provided to its enrollees by network providers. The Contractor also allow the
recipient, free from coercion or mental pressure, the freedom to choose the method of
family planning to be used.

10. Hearing Aids

The Contractor shall cover hearing aides as outlined under Durable Medical Equipment.
Hearing aides shall be covered twice every five years.

11. Home Health Services

The Contractor shall cover home health services, including nursing and personal care
services, home health aide services, physical therapy, occupational therapy, speech,
hearing and inhalation therapy up to 90 visits per calendar year. Personal care means
assistance with walking, taking a bath, dressing, giving medicine, teaching self-help
skills, and performing a few essential housekeeping tasks. The Contractor is not required
to cover the following home health services: medical social services, services that would
not be paid for by FAMIS if provided to an inpatient of a hospital, community food
service delivery arrangements, domestic or housekeeping services which are unrelated to
patient care, custodial care which is patient care that primarily requires protective
services rather than definitive medical and skilled nursing care services, and services
related to cosmetic surgery. Visits by a licensed nurse and home health aide services shall
be covered as medically necessary. Rehabilitation services (physical therapy,
occupational therapy, and speech-language therapy) shall also be covered under the
enrollee’s home

health benefit.

12.  Hospice Services

The Contractor shall cover hospice care services to include a program of home and
inpatient care provided directly by or under the direction a licensed hospice. Hospice care
programs include palliative and supportive physician, psychological, psychosocial, and
other health services to individuals utilizing a medically directed interdisciplinary tem.
Hospice care services must be prescribed by a provider licensed to do so, furnished and
billed by a licensed hospice, and medically necessary. Hospice care services are
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available if the enrollee is diagnosed with a terminal illness with a life expectancy of six
months or fewer.

13. Inpatient Hospital Services

The Contractor shall cover inpatient hospital stays in general acute care and rehabilitation
hospitals for all enrollees up to 365 days per confinement in a semi-private room or
intensive care unit for the care of illness, injury, or pregnancy (includes medically
necessary ancillary services). The Contractor shall cover alternative treatment plan for a
patient who would otherwise require more expensive services, including, but not limited
to, long-term inpatient care. The Contractor must approve in advance the alternative
treatment plan.

14. Inpatient Mental Health Services

Inpatient mental health services are covered for up to 30 days per calendar year,
including partial day treatment services. Inpatient hospital MH services may include
room, meals, general-nursing services, prescribed drugs, and ER services leading directly
to admission. Inpatient and outpatient services may include diagnostic services; mental
health services including: detoxification, individual psychotherapy, group psychotherapy
psychological testing, counseling with family members to assist in the patient’s treatment
and electroconvulsive therapy.

Medically necessary inpatient psychiatric services rendered in a psychiatric unit of a
general acute care hospital shall be covered for all FAMIS enrollees within the limits of
coverage prescribed in the FAMIS plan and State regulations. The Contractor may cover
freestanding psychiatric hospital admissions as an enhanced benefit.

All inpatient mental health admissions for individuals of any age to general acute care
hospitals shall be approved by the Contractor using its own prior authorization criteria.

15. Inpatient Rehabilitation Hospitals

The Contractor shall cover inpatient rehabilitation services in facilities certified as
rehabilitation hospitals and which have been certified by the Department of Health.

16. Inpatient Substance Abuse Services

Inpatient substance abuse services in a substance abuse treatment facility are covered for
up to 90 days per enrollee (maximum lifetime benefit).

17. Laboratory and X-Ray Services
The Contractor shall cover all laboratory and x-ray services ordered, prescribed and

directed or performed within the scope of the license of a practitioner in appropriate
settings, including physician office, hospital, independent and clinical reference labs. All
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laboratory testing sites providing services under this Contract must have Clinical
Laboratory Improvement Amendments (CLIA) certification and either a clinical
laboratory license, a certification of waiver, or a certificate of registration and an
identification number. Those laboratories with certificates of waiver will provide only the
types of tests permitted under the terms of the waiver. Laboratories with certificates of
registration may perform the full range of services for which they are certified. No co-pay
shall be charged for a laboratory or x-ray services that are performed as part of an
encounter with a physician.

18. Medical Transportation

Transportation services are not provided for routine access to and from providers of
covered medical services. Professional ambulance services when medically necessary are
covered when used locally or from a covered facility or provider office. This includes
ambulance services for transportation between local hospitals when medically necessary;
if prearranged by the Primary Care Physician and authorized by the MCO if, because of
the enrollee’s medical condition, the enrollee cannot ride safely in a car when going to
the provider’s offices or to the outpatient department of the hospital. Ambulance services
will be covered if the enrollee’s condition suddenly because worse and must go to a local
hospital’s emergency room. For coverage of ambulance services, the trip to the facility
or office must be to the nearest one recognized by the MCO as having services adequate
to treat the enrollee’s condition; the services received in that facility or provider’s office
must be covered services; and if the MCO or the Department requests it, the attending
provider must explain why the enrollee could not have been transported in a private car
or by any other less expensive means.

19.  Organ Transplants

The Contractor shall cover organ transplantation services as medically necessary for all
eligible individuals, to include transplants of tissues, autologous, allogeneic or synegenic
bone marrow transplants or other forms of stem cell rescue for children with lymphoma
and myeloma. The Contractor shall cover kidney transplants for patients with dialysis
dependent kidney failure, heart, liver, and single lung transplants. The Contractor is not
required to cover transplant procedures determined to be experimental or investigational.

However, scheduled transplantations authorized by DMAS must be honored by the
Contractor.

20. Outpatient Hospital Services

The Contractor shall cover outpatient hospital services which are preventive, diagnostic,
therapeutic, rehabilitative or palliative in nature that are furnished to outpatients, and are
furnished by an institution that is licensed or formally approved as a hospital by an
officially designated authority for State standard-setting. Observation bed services shall
be covered when they are reasonable and necessary to evaluate a medical condition to
determine appropriate level of treatment or non-routine observation for underlying
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medical complications. Outpatient services include emergency services, surgical services,
diagnostic, and professional provider services. Facility charges are also covered.

21.  Outpatient Mental Health and Substance Abuse Services

The Contractor is responsible for covering outpatient mental health clinic services and
outpatient substance abuse services. Psychiatric and substance abuse services are limited
to no more than a combined total of 50 medically necessary visits for treatment with a
licensed mental health professional each calendar year. Inpatient and outpatient services
may include diagnostic services; mental health services including: detoxification,
individual psychotherapy, group psychotherapy psychological testing, counseling with
family members to assist in the patient’s treatment and electroconvulsive therapy.
Medication management visits are not to be counted against the number of outpatient
psychiatric visits.

The Contractor shall cover outpatient substance abuse services up to 50 medically
necessary visits with a licensed mental health or substance abuse professional each
calendar year.

22.  Outpatient Prescription Drugs

The Contractor shall be responsible for covering all medically necessary drugs for its
enrollees that by Federal or State law requires a prescription and in accordance with §
38.2-4312.1 of the Code of Virginia. The Contractor shall cover all FAMIS covered
prescription drugs prescribed by providers licensed and/or certified as having authority to
prescribe the drug. The Contractor is not required to cover Drug Efficacy Study
Implementation (DESI) drugs or over the counter prescriptions. The Contractor shall
cover therapeutic drugs even when they are prescribed as a result of carved-out services.

The Contractor may establish a formulary, may require prior authorization on certain
medications, and may implement a mandatory generic substitution program. However,
the Contractor shall have in place special authorization procedures to allow providers to
access drugs outside of this formulary, if medically necessary. The MCO shall establish
policies and procedures to allow providers to request a brand name drug for an enrollee if
it is medically necessary. If a formulary is in place, in accordance with NCQA, the
Contractor is required to notify those members who are affected by any product
withdrawal, as well as notify the practitioner who prescribed the product. The Contractor
shall not cover prescriptions for erectile dysfunction medication. The Contractor shall
cover atypical antipsychotic medications developed for the treatment of schizophrenia.
The Contractor shall ensure appropriate access to the most effective means to treat,
except where indicated for the safety of the patient.

23.  Physical Therapy, Occupational Therapy and Speech-Language Pathology
and Audiology Services
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The Contractor shall cover therapy services that are medically necessary to treat or
promote recovery from an illness or injury, to include physical therapy, occupational
therapy, speech therapy, inhalation therapy, intravenous therapy. The Contractor shall not
be required to cover those school health services rendered by a school health clinic (See
Attachment | for the definition of school health services).

24.  Physician Services

The Contractor shall cover all symptomatic visits provided by physicians or physician
extenders within the scope of their licenses. Cosmetic services are not covered unless
performed for medically necessary physiological reasons. Cosmetic services are not
covered except to correct deformity resulting from disease, trauma or congenital
abnormalities, which cause functional impairment, or complete a therapeutic treatment as
a result of such deformity. To determine if the service is cosmetic or not, the MCO shall
not take into account the member’s mental state. Physician services include services
while admitted in the hospital, outpatient hospital departments, in a clinic setting, or in a
physician’s office.

25. Private Duty Nursing

The Contractor shall cover private duty nursing services only if the services are provided
by a Registered Nurse, (RN) or a Licensed Practical Nurse (LPN); must be medically
necessary; the nurse may not be a relative or member of the enrollee's family; the
enrollee’s provider must explain why the services are required; and the enrollee’s
provider must describe the medically skilled service provided. Private duty nursing
services must be pre-authorized.

26.  Prosthetic/Orthotic Services

The Contractor shall cover prosthetic services and devices (at minimum, artificial arms,
legs and their necessary supportive attachments) for all enrollees. At a minimum, the
Contractor shall cover medically necessary orthotics (i.e., braces, splints, ankle, foot
orthoses, etc.) for enrollees. The Contractor shall cover medically necessary orthotics for
enrollees when recommended as part of an approved intensive rehabilitation program.

27. Psychiatric Hospitals

The Contractor shall not cover any services rendered in freestanding psychiatric hospitals
to enrollees up to nineteen (19) years of age. Medically necessary inpatient psychiatric
services rendered in a psychiatric unit of a general acute care hospital shall be covered
for all FAMIS enrollees within the limits of coverage prescribed in the FAMIS plan and
State regulations.

All inpatient mental health admissions for enrollees to general acute care hospitals shall
be approved by the Contractor using its own prior authorization criteria.
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The Contractor may authorize admission to a freestanding psychiatric hospital as an
enhanced service/benefit to enrollees in accordance with the Contractor’s overall mental
health protocols, policies, and network requirements.

28. Routine Childhood Immunizations

The Contractor shall ensure that providers render immunizations, in accordance with the
most current Advisory Committee on Immunization Practices (ACIP) or American
Academy pf Pediatric Advisory Committees for children under age six (6). The following
additional immunizations are covered for enrollees age six and over: Influenza,
Pneumonia, Chicken Pox, Tetanus Booster, and Hepatitis B. HPV shall be covered for
eligible females.

The Contractor shall report annually to DMAS in accordance with HEDIS the percent of
two-year-old FAMIS enrollees who have received each immunization specified in the
most recent ACIP standards.

The Contractor is responsible for educating providers, parents and guardians of enrollees
about immunization services, and coordinating information regarding enrollee
immunizations.

FAMIS eligible enrollees shall not qualify for the Free Vaccines for Children Program.

To the extent possible, and as permitted by Virginia statute and regulations, the
Contractor and its network of providers shall participate in the state-wide immunization
registry database, when it becomes fully operational.

29.  Second Opinions

The Contractor shall provide coverage for second opinions when requested by the
enrollee for the purpose of diagnosing an illness and/or confirming a treatment pattern of
care. The Contractor must provide for second opinions from a qualified health care
professional within the network, or arrange for the enrollee to obtain one outside the
network, at no cost to the enrollee. The Contractor may require an authorization to
receive specialty care for an appropriate provider; however, cannot deny a second
opinion request as a non-covered service.

30.  Skilled Nursing Facility Services

The Contractor shall cover medically necessary services that are provided in a skilled
nursing facility for up to 180 days per confinement.

31. Telemedicine Services

The Contractor shall provide coverage for telemedicine services at least to the extent
covered by the Department. Telemedicine is defined as the real time or near real time
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two-way transfer of medical data and information using an interactive audio/video
connection for the purposes of medical diagnosis and treatment. The Department
recognizes physicians, nurse practitioners, nurse midwives, clinical nurse specialists-
psychiatric, clinical psychologists, clinical social workers, licensed and professional
counselors for medical telemedicine services and requires one of these types of providers
at the main (hub) satellite (spoke) sites for a telemedicine service to be reimbursed.
Federal and State laws and regulations apply, including laws that prohibit debarred or
suspended providers from participating in the Medicaid program. All telemedicine
activities shall be compliant with HIPAA requirements. The following tables detail the
specific services and procedure codes utilized by the Department in relation to coverage
for telemedicine.
Telemedicine Services and Procedure Codes

Hub Site Provider Description of Service CPT Code Modifier
Consultation 99241-99275 GT
Office visits 99201-99215 GT
Individual psychotherapy 90804-90809 GT
Pharmacological management 90862 GT
Colposcopy 57452,57454,57460 GT
Obstetric Ultrasound 76805,76810 GT
Cardiography interpretation and report only 93010 GT
Echocardiography 99307,99308,99320,99321, GT

33925
Distance or “Spoke” Site Provider HCPCS Code Modifier
Description of Service
Telehealth originating site facility fee Q3014 GT
If a higher-level service is medically See above. GT
necessary DMAS requires the provider to use
the most appropriate CPT code, as listed in the
“Hub Site” section above.

32. Therapy Services

The Contractor shall cover the costs of renal dialysis, chemotherapy and radiation
therapy, intravenous, and inhalation therapy.

33. Vision Services

The Contractor shall cover vision services that are defined as diagnostic examination and
optometric treatment procedures and services by ophthalmologists, optometrists, and
opticians. Routine refractions shall be allowed at least once in twenty-four (24) months.
Routine eye examinations, for all enrollees, shall be allowed at least once every two (2)
years. The Contractor shall cover eyeglasses (one pair of frames and one pair of lenses)
or contact lenses prescribed as medically necessary by a physician skilled in diseases of
the eye or by an optometrist for enrollees.
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The enrollee co-payment level for routine eye exams shall be $2.00 for < 150% FPL and
$5.00 for >150% FPL. The health plan’s reimbursement level for frames and lenses is:

e Eyeglass frames (one pair) $25.00
e Eyeglass lenses (one pair)
e single vision $35.00
e bifocal $50.00
e trifocal $88.50
e contacts $100.00

34.  Well Baby and Well Child Care

The Contractor shall cover routine well baby and well childcare including routine office
visits with health assessments and physical exams, as well as routine lab work and age
appropriate immunizations.

The following services rendered for the routine care of a well child:

Laboratory services: blood lead testing, HGB, HCT or FEP (maximum of 2, any
combination); Tuberculin test (maximum of 3 covered); Urinalysis (maximum of
2 covered); Pure tone audiogram for age 3-5 (maximum of 1); Machine vision test
(maximum of 1 covered).

Well child visits rendered at home, office and other outpatient provider locations
are covered at birth and months 1, 2, 4, 6, 9, 12, 15, 18 and covered at ages 2, 3,
4,5, 6,8, 10, 12, 14, 16, 18.

The Contractor shall allow for an annual flu vaccine without limitations to age
and without the requirement of meeting the CDC at risk guidelines.
Hearing Services

All newborn infants will be given a hearing screening before discharge from the
hospital after birth. Those children who did not pass the newborn hearing
screening, those who were missed, and those who are at risk for potential hearing
loss should be scheduled for evaluation by a licensed audiologist.

Periodic auditory assessments appropriate to age, health history and risk, which
include assessments by observation (subjective) and/or standardized tests
(objective). At a minimum, these services shall include diagnosis of and treatment
for defects in hearing, including hearing aids.

35. Women’s Health Care Services
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a. The Contractor shall permit any female enrollee of age thirteen (13) or
older direct access to a participating obstetrician-gynecologist for annual
examinations and routine health care services including pap smears
without prior authorization from the primary care physician. Health care
services means the full scope of medically necessary services provided by
the obstetrician-gynecologist in the care of or related to the female
reproductive system in accordance with the most current published
recommendations of the American College of Obstetricians and
Gynecologists.

b. The Contractor shall cover mammograms for female enrollees as
medically appropriate.

C. The Contractor shall cover services to pregnant women, including
prenatal services. For prenatal services, the co-pay applies to the first visit
only.

36. FAMIS Carved-Out Services

The Contractor is not required to cover dental services, school health services for special
education students that include physical therapy, occupational therapy, speech language
pathology, skilled nursing services, or community rehabilitation mental health services
and mental retardation services, including intensive in-home services, case management
services, day treatment, and 24-hour emergency response. The Department will
reimburse these services. The Department’s Dental Benefits Administrator will reimburse
dental services.

The Contractor shall cover therapeutic drugs even when they are prescribed as a result of
carved-out services.

37. Coverage of Prior Authorized Services

a. The Contractor (the enrollee’s current MCO) shall assume responsibility
for managed care contract services authorized by either the Department or
a previous MCO, which are rendered after the enrollment effective date, in
the absence of a written agreement otherwise. The Contractor shall allow
their new enrollees who are transitioning from fee-for-service to receive
services from out-of-network providers if the enrollee contacts the
Contractor in advance of the service date and the enrollee has an
appointment(s) within the initial month of enrollment with a specialty
physician(s) that was scheduled prior to the effective date of membership.
For on-going services, such as home health, outpatient mental health, and
outpatient rehabilitation therapies, etc., the Contractor (the enrollee’s
current MCO) shall continue prior authorized services without
interruption, until the Contractor completes its utilization review process
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to determine medical necessity of continued services or to transition
services to a network provider.

If services have been pre-authorized using a provider who is out of
network, the Contractor may elect to re-authorize (but not deny) those
services using an in-network provider.

38. Out-of-Network Services

by

The Contractor shall cover, pay for and coordinate care, when feasible,
rendered to enrollees by out-of-network providers when the enrollee is
given emergency treatment by such providers outside of the service area,
subject to the conditions set forth elsewhere in this Contract.

The Contractor shall cover and pay for services furnished in facilities or

practitioners outside the Contractor’s network if the needed medical
services or necessary supplementary resources are not available in the
Contractor’s network.

To ensure against adverse disenrollment, the MCO must provide coverage
out-of-network for any of the following circumstances:

1. When a service or type of provider is not available within the MCO's
network or where the MCO cannot provide the needed specialist
within the contract distance standard of more than 30 miles in urban
areas or more than 60 miles in rural areas.

2. For up to 30 days to transition the client to an in-network provider,
when a provider that is not part of the MCO’s network has an existing
relationship with the beneficiary, is the beneficiary’s main source of
care, and has not accepted an offer to participate in the MCO’s
network.

3. When the providers that are available in the MCO’s network do not,
because of moral or religious objections, furnish the service the client
seeks.

4. \WWhen DMAS determines that the circumstance warrants out-of-
network treatment.

The Contractor is not responsible for services obtained outside the

state unless they are emergency services or post-stabilization services.
The Contractor shall cover services outside the state if services are needed
because of a medical emergency, because the enrollee’s health would be
endangered if he were required to travel back to his state, if the
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Department determines the needed services are more readily available in
another state, or if it is a general practice for enrollees in a particular
locality to use medical resources in another state. If an enrollee goes out of
state for non-emergency services (including urgent services) that are not
authorized by the Contractor in advance of the service, other than as
described above, the Contractor is not responsible.

39. Modification in Scope of Covered Services

The Department, at its sole discretion, may reduce, increase, or otherwise modify covered
services required by this Contract. If appropriate, the Department shall modify the
capitation payment in an amount deemed, in the sole opinion of the Department, to be
appropriate. The Department shall notify the Contractor in advance of any modification
to the capitation payment. Should the Contractor be unable or unwilling to provide the
increased, reduced, or modified covered services at the capitation rate provided by the
Department, the Contract may be terminated by the Contractor following the termination
procedures specified elsewhere in this contract.

40. Cost Sharing

FAMIS enrollees will be subject to cost sharing provisions that will include nominal co-
payments for services rendered.

No cost sharing shall be imposed on American Indians and Alaska Natives.

Once the Department identifies these American Indian and Alaska Native enrollees, the
information will be transmitted to the MCO. The MCO must ensure that the enrollee
receives an appropriate identification card, i.e. indicating $0 co-payments. The MCO
must provide assurances that co-payments are not charged to American Indians and
Alaska Natives.

Under FAMIS, total cost sharing is limited to 2.5% of gross income for families with
incomes below 150% of the federal poverty level (FPL), and to 5% of income for
families with incomes between 150% and 200% of the FPL. Families below 150% of
FPL are responsible for co-payments, which are currently capped at $180 per family per
calendar year. Families with incomes between 150% and 200% of the FPL co-payments
are capped at $350 per family per year. See Attachment II.

Each FAMIS family will be responsible for keeping track of the total amount of co-
payments made by each family. The Department's designated agent shall verify family
information and maintain a list of families that have reached the maximum family co-
payment for a 12-month period to be defined by DMAS. Once a family has reached their
maximum annual cost share level the Department's designated agent will be responsible
for ensuring that all interested parties are apprised of the fact that additional co-pays
cannot be levied.
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The Contractor shall be responsible for developing a mechanism to stop collecting co-
payments once notified by the Department's designated agent. The Contractor must be
able to receive co-payment information from the Department or its designated agent.

41. Enhanced Services

Enhanced services are those services that are offered by the Contractor to enrollees in
excess of FAMIS covered services, with exceptions. The Contractor must implement co-
payments as stated in the above section on Cost-Sharing. The Contractor shall not
override Federal requirements on freestanding psychiatric admissions. Nothing in this
Contract shall preclude the Contractor from providing additional health care health
improvement services or other services not specified in this Contract, including
admission to a free-standing psychiatric hospital as long as these services are available,
as needed or desired, to enrollees. No increased reimbursement will be made for
additional services provided by the Contractor under this Contract. The Contractor must
inform the Department at least thirty (30) calendar days prior to implementing, revising
or removing any enhanced services. The contractor must report annually the enhanced
services it offers.  Additionally, the Contractor must be able to provide to the
Department, upon request, data summarizing the utilization of enhanced services
provided to enrollees during the contract year for rate setting purposes. Enhanced
services for psychiatric care provided in a free-standing psychiatric hospital may not be
used to substitute for state plan covered services.

42.  State Laws and Regulations Governing the Provision of Medical Services

The MCO shall be required to comply with all State laws and regulations, including but
not limited to: (1) the Code of Virginia Ann. Title 38.2, Chapter 43, as amended; (2)
Rules Governing Health Maintenance Organizations, Virginia Administrative Code, Title
14, as amended, Chapter 5-210.

43. Medical Necessity

The Contractor shall cover medically necessary services, as defined in Article | of this
Contract and the Family Access to Medical Insurance Security Plan (FAMIS) as
amended and as further defined by written Department policies (including agreements,
statements, provider manuals, FAMIS memorandums, instructions, or memoranda of
understanding) and all applicable State and Federal regulations, guidelines, transmittals,
and procedures. The actual provision of any service is subject to the professional
judgment of the Contractor’s providers as to the medical necessity of the service, except
in situations in which the Contractor must provide services ordered by the Department
pursuant to an appeal from the Contractor’s grievance process or an appeal directly to the
Department by the parent or guardian of an enrollee or for emergency services as defined
in this Contract. Decisions to provide authorized medical services required by this
Contract shall be based solely on medical necessity and appropriateness. Disputes
between the Contractor and enrollees about medical necessity may be appealed to the

FAMIS Contract 2007 49 ARTICLE |



H.

external review organization by the enrollee or the enrollee’s representative after
completing the Contractor’s appeal process.

44. FAMIS MOMS Covered Services

The Contractor shall provide, arrange for, purchase or otherwise make available the full
scope of FAMIS MOMS services. Benefits available to recipients covered by FAMIS
MOMS are the same as those available in Medallion 1. FAMIS Moms shall have no cost
sharing for the services they receive while enrolled.

In no case shall the Contractor establish more restrictive benefit limits for medically
necessary services than those established by Medicaid. The Contractor shall manage
service utilization through utilization review and prior authorization, but not through the
establishment of benefit limits for medically necessary services that are more restrictive
than those established by Medicaid. The Contractor shall not arbitrarily deny or reduce
the amount, duration, or scope of a required service solely because of the diagnosis, type
of illness, or condition. Coverage decisions that depend upon prior authorization and/or
concurrent review to determine medical necessity must be supervised by qualified
medical professionals and completed within a reasonable period of time after receipt of
all necessary information. The Contractor shall assume responsibility for all covered
medical conditions of each enrollee as of the effective date of coverage under the
Contract, regardless of the date on which the condition arose. The Contractor shall cover
all pre-existing conditions.

45.  FAMIS Contractor Referral Responsibilities

The Contractor shall advise the enrollees of the availability of services offered by the
following programs, if appropriate to address the needs of the enrollee. The Contractor
will coordinate with and refer enrollees to the following programs:

1) Prior Authorization (PA)

The Contractor shall refer enrollees to the Department’s PA contractor, as
needed.

2 Lead Environmental Investigation

The Contractor shall refer individuals who require a lead environmental
investigation to the local health department for assistance.

MEMBER SERVICES
1. The Contractor agrees to maintain and staff a toll-free Member or Customer

Services function to be operated at least during regular business hours and to be
responsible for the following:
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a. Explaining the operation of the MCO, including the role of the
PCP and what to do in an emergency or urgent medical situation;

b. Assisting enrollees in the selection of a PCP;
C. Assisting enrollees to make appointments and obtain services; and
d. Handling enrollee complaints.

2. The Contractor shall comply with industry specific standards for ensuring acceptable
levels of service for:

a. Waiting/Hold Times
b. Abandonment Rate

l. PROVIDER NETWORK COMPOSITION AND ACCESS TO CARE
STANDARDS

The Contractor shall maintain and monitor a network of appropriate providers that is
supported by written agreements and is sufficient to provide adequate access to all
services covered under this Contract. The Contractor shall meet the following network
and access standards:

1. Network Provider Composition

a. The Contractor shall be solely responsible for arranging for and
administering covered services to enrollees and must ensure that its
delivery system will provide available, accessible and adequate numbers
of facilities, locations and personnel for the provision of covered services.
The Contractor shall include in its network or otherwise arrange care by
providers specializing in early childhood, youth services. In establishing
and maintaining the network, the Contractor shall consider all of the
following:

I. the anticipated FAMIS enrollment;

ii. the expected utilization of services, taking into consideration the
characteristics and health care needs of the anticipated FAMIS
population to be served,;

iii. the numbers and types (in terms of training and experience, and
specialization) of providers required to furnish the contracted
services;

iv. the numbers of network providers not accepting new FAMIS
patients; and
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V. the geographic location of providers and FAMIS enrollees,
considering distance, and travel time.

The Contractor shall notify the Department within thirty (30) business
days of any changes to a network provider agreement made by the
Contractor, a subcontractor, or network provider regarding termination,
pending termination, or pending modification in the subcontractor’s or
network provider’s terms and not otherwise addressed in Attachment 1V,
Section C, that could materially reduce FAMIS enrollee access to care.
The Contractor shall notify the Department where it experiences difficulty
in contracting or re-contracting with hospitals or hospital systems. This
written notice must occur in advance of the formal notification of
hospital’s termination from the Contractor’s network.

Any physician who provides inpatient services to the Contractor’s
enrollees shall have admitting and treatment privileges in a minimum of
one general acute care hospital that is in the Contractor’s network and is
located within the contract service area.

The Contractor shall submit to the Department and its designated agent a
complete provider file (see Attachment IIl). The file shall be in a
Department approved electronic format. The provider file shall be
submitted thirty (30) days prior to the effective date of the Contract. An
updated file with all of the changes to the network will be submitted
monthly thereafter to the designated agent. The Contractor shall submit to
the Department complete provider files quarterly. Additional required
elements to be included in this report may be identified by the
Department.

The Department or its designated agent shall work with participating
MCOs to secure source data that will populate the electronic provider
database (Attachment I11). At a minimum, the database shall include the
name, office telephone number, office address and specialty of
participating providers. As available, the database shall also include each
provider’s panel size, office hours, language(s) spoken and special
requirements or services (e.g., populations served). DMAS will facilitate
the provision of such data, as necessary.

Network provider composition standards set forth in this article are not the
minimum standards for network development for entry into new or existing
managed markets. These standards shall be considered as operational guidelines.
The Department shall be the sole determiner of Contractor network sufficiency.
Additional network and expansion requirements are set forth in Attachment XIX,

DMAS

Managed Care Expansion Requirements. Attachment XIX details

notification and expansion requirements required by the Department to assure that
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appropriate IT, network development, budget and personnel resources are
available for introducing managed care into new areas. Plans must provide at
least 12 months verbal notice and 6 months written notice to the Department
when seeking entry into new managed care areas.

2. Network Provider Licensing and Certification Standards

Each Contractor must have the ability to determine whether physicians and other health
care professionals are licensed by the State and have received proper certification or
training to perform medical and clinical services contracted for under this Contract. The
Contractor’s standards for licensure and certification shall be included in its participating
provider network agreements with its network providers, which must be secured by
current subcontracts or employment contracts.

The Contractor will ensure that it makes its best effort that as part of its credentialing
process all providers, including ancillary providers, (i.e. vision, pharmacy, etc.), apply for
enrollment in the Medicaid program.

3. Enrollee-to-PCP Ratios

As a means of measuring accessibility, the Contractor must have at least one (1) full-time
equivalent (FTE) pediatric PCP, for every 1,500 FAMIS enrollees, and there must be one
(1) FTE PCP with pediatric training and/or experience for every 2,500 enrollees under
the age of eighteen (18). No PCP may be assigned enrollees in excess of these limits,
except where mid-level practitioners are used to support the PCP’s practice.

When specialists act as PCPs, the duties they perform must be within the scope of their
specialist’s license.

4. Specialist Services

The Contractor shall maintain an adequate pediatric specialist network and a referral
listing.

5. Inpatient Hospital Access

The Contractor shall maintain in its network a sufficient number of inpatient hospital
facilities, which is adequate to provide covered services to its enrollees. The Contractor
shall notify the Department within fifteen (15) calendar days of any changes to its
contracts with hospitals if those changes impact the scope of covered services, the
number of individuals covered and/or the units of service covered.

6. Policy of Nondiscrimination
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The Contractor shall ensure that its providers provide contract services to enrollees under
this Contract in the same manner as they provide those services to all non-FAMIS
enrollees. The Contractor shall ensure that its network providers offer hours of operation
that are no less than the hours of operation offered to commercial enrollees.

7. Twenty-Four Hour Coverage

The Contractor shall maintain adequate provider network coverage to serve the entire
eligible FAMIS populations in geographically accessible locations within the region
twenty-four (24) hours per day, seven (7) days a week. The Contractor shall make
arrangements to refer patients seeking care after regular business hours to a covering
physician or shall direct the enrollee to go to the emergency room when a covering
physician is not available. Such referrals may be made via a recorded message.

In accordance with the Code of Virginia § 38.2 - 4312.3 as amended, the Contractor shall
maintain after-hours telephone service, staffed by appropriate medical personnel, which
includes access to a physician on call, a primary care physician, or a member of a
physician group for the purpose of rendering medical advice, determining the need for
emergency and other after-hours services, authorizing care, and verifying enrollee
enrollment with the Contractor.

8. Travel Time and Distance
a. Travel Time Standard

The Contractor shall ensure that each enrollee shall have a choice of at least two
(2) PCPs located within no more than thirty (30) minutes travel time from any
enrollee unless the Contractor has a Department-approved alternative time
standard. Travel time shall be determined based on driving during normal traffic
conditions (i.e., not during commuting hours). The Contractor shall ensure that
obstetrical services are available within no more than forty-five (45) minutes
travel time from any pregnant enrollee unless the Contractor has a Department
approved alternative time standard.

b. Travel Distance Standard

The Contractor shall ensure that each enrollee shall have a choice of at least two
(2) PCPs located within no more than a fifteen (15) mile radius in urban areas and
thirty (30) miles in rural areas unless the Contractor has a Department-approved
alternative distance standard. The Contractor must ensure that an enrollee is not
required to travel in excess of thirty (30) miles in an urban area and sixty (60)
miles in a rural area to receive services from specialists, hospitals, special
hospitals, psychiatric hospitals, diagnostic and therapeutic services, and
physicians, or other necessary providers, unless the enrollee so chooses. An
exception to this standard may be granted when the Contractor has established,
through utilization data provided to the Department, that a normal pattern for
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securing health care services within an area falls beyond the prescribed travel
distance or the Contractor and its PCPs are providing a higher skill level or
specialty of service that is unavailable within the service area, such as treatment
of cancer, burns, or cardiac diseases.

9. Appointment Standards

a.

The Contractor must arrange to provide care according to each of the
following appointment standards:

iv.

Appointments for emergency services shall be made available
immediately upon the enrollee’s request.

Appointments for an urgent medical condition shall be made
within twenty-four (24) hours of the enrollee’s request.

Appointments for routine care shall be made within two weeks of
the enrollee’s request. This standard does not apply to
appointments for routine physical examinations, nor for regularly
scheduled visits to monitor a chronic medical condition if the
schedule calls for visits less frequently than once every thirty (30)
days.

The enrollee cannot be billed for missed appointments.

For maternity care, the Contractor shall be able to provide initial prenatal
care appointments for pregnant enrollees as follows:

First trimester - within fourteen (14) calendar days of request
Second trimester - within seven (7) calendar days of request

Third trimester and high-risk pregnancies- within three (3)
business days of request

10.  Emergency Services Coverage

The Contractor shall ensure that all emergency FAMIS covered services are available
twenty-four (24) hours a day, seven (7) days a week.

11. Assurances that Access Standards Are Being Met

The Contractor must establish a system to monitor its provider network to ensure that the
access standards set forth in this Contract are met; must monitor regularly to determine
compliance, take corrective action when there is a failure to comply, and must be
prepared to demonstrate to the Department that these access standards have been met.
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J.

NETWORK ADMINISTRATION
1. Provider Enrollment

a. Contractor shall provide adequate resources to support a provider relations
function that will effectively communicate with existing and potential network
providers. The Contractor shall provide this information to potential network
providers upon request. The Contractor’s network provider agreement shall
comply with the terms set for in Attachment 1V.

b. The Contractor shall not require as a condition of participation/contracting
with physicians in their FAMIS managed care network to also participate in
the Contractor’s commercial managed care network.. This provision would
not preclude a Contractor from requiring their commercial network providers
to participate in their FAMIS provider network.

2. Antidiscrimination

Pursuant to Section 1932 (b)(7) of the SSA, the Contractor shall not discriminate with
respect to participation, reimbursement, or indemnification as to any provider who is
acting within the scope of the provider’s license or certification under applicable State
law, solely on the basis of such license or certification. Additionally, provider selection
policies and procedures must not discriminate against particular providers that serve
high-risk populations or specialize in conditions that require costly treatment. If the
Contractor declines to include individual or groups of providers in its network, it must
give the affected providers written notice of the reason for its decision. This section shall
not be construed to prohibit the Contractor from including providers only to the extent
necessary to meet the needs of the organization’s enrollees; or from using different
reimbursement amounts; or from establishing any measure designed to maintain quality
and control costs consistent with the responsibilities of the Contractor.

3. Provider Education

The Contractor shall ensure that all providers receive proper education and training
regarding the FAMIS managed care program to comply with this Contract and all
applicable Federal and State requirements.

4. Provider Payment

In accordance with Section 1932(f) of the Social Security Act (42 U.S.C. §1396a-2) the
Contractor shall pay all in-and out-of-network providers on a timely basis, consistent
with the claims payment procedure described in 42 C.F.R. § 447.45, Section 1902
(@)(37), upon receipt of all clean claims for covered services rendered to covered
enrollees who are enrolled with the Contractor. 42 C.F.R. § 447.45 defines timely
processing of claims as:
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a. Adjudication (pay or deny) of ninety per cent (90%) of all clean claims
within thirty (30) days of the date of receipt.

b. Adjudication (pay or deny) of ninety-nine per cent (99%) of all clean
claims within ninety (90) days of the date of receipt.

C. Adjudication (pay or deny) all other claims within twelve (12) months of
the date of receipt. (See 42 C.F.R. 8447.45 for timeframe exceptions)

This requirement shall not apply to network providers who are not paid by the Contractor
on a fee-for-service basis and will not override any existing negotiated payment
scheduled between the Contractor and its providers. This requirement applies to Virginia
FAMIS clean claims.

The Contractor must make available to providers an electronic means of submitting
claims. In addition, the Contractor shall make every effort to assure at least fifty (50%)
percent of claims received from providers are submitted electronically.

The Contractor must pay interest charges on claims in compliance with requirements set
forth in 8 38.2-4306.1 of the Code of Virginia. Specifically interest upon the claim
proceeds paid to the subscriber, claimant, or assignee entitled thereto shall be computed
daily at the legal rate of interest from the date of thirty calendar days from the
Contractor’s receipt of “proof of loss” to the date of claim payment. "Proof of loss"
means the date on which the Contractor has received all necessary documentation
reasonably required by the Contractor to make a determination of benefit coverage. This
requirement does not apply to claims for which payment has been or will be made
directly to health care providers pursuant to a negotiated reimbursement arrangement
requiring uniform or periodic interim payments to be applied against the health
maintenance organization's obligation on such claims.

Under 1932 (b) the Contractor must establish an internal grievance procedure by which
providers under contract may challenge the Contractor’s decisions including but not
limited to the denial of payment for services.

The Contractor shall notify the Department 45 days in advance of any proposal to modify
claims operations and processing that shall include relocation of any claims processing
operations. Any expenses incurred by the Department, its contractors, or providers to
adapt to the Contractor’s claims processing operational changes (including but not
limited to costs for site visits) shall be borne by the Contractor.

To the extent the governor and/or General Assembly implement any rate adjustments for
Medicaid/FAMIS services/providers, and these rate adjustments are incorporated into the
FAMIS capitation payment rates during the contract period, the Contractor is required to
reimburse these relevant services/providers at a level at least equal to the revised fee-for-
service fees under the Medicaid fee schedule, beginning on the effective date of the rate
adjustment, unless otherwise agreed to by the Department. The Contractor shall provide
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written notice to providers in a format determined by the Contractor advising of the rate
adjustment and when it shall be effective. A copy of such notification shall be provided
to the Department before the Contractor’s distribution of such notice.

5. Provider Disenrollment

The Contractor must have in place written policies and procedures which are filed
annually and approved by the Department related to provider termination including
procedures to provide a good faith effort to give written notice of termination of a
contracted provider, within 15 days after receipt or issuance of termination of a
contracted provider, and within 15 days after receipt or issuance of the termination
notice, to each enrollee who received his or her primary care from the terminated
provider.

6. Ineligible Provider or Administrative Entities

The Contractor shall, upon obtaining information or receiving information from the
Department or from another verifiable source, exclude from participation in the
Contractor’s plan for this Contract all provider or administrative entities which could be
included in any of the following categories (references to the Act in this Section refer to
the Social Security Act):

a. Entities which could be excluded under § 1128(b)(8), as amended, of the
Social Security Act are entities in which a person who is an officer,
director, or agent or managing employee of the entity, or a person who has
direct or indirect ownership or control interest of five (5) percent or more
in the entity has:

I. Been convicted of any of the following crimes:

1) Program related crimes, i.e., any criminal offense related to
the delivery of an item or service under any Medicare,
FAMIS, or other State health care program (as provided in
§ 1128(a)(1) of the Act, as amended);

2) Patient abuse, i.e., a criminal offense relating to abuse or
neglect of a patient in connection with the delivery of a
health care item or service (as provided in § 1128(a)(2) of
the Act, as amended);

3) Fraud, i.e., a State or Federal crime involving fraud, theft,
embezzlement, breach of fiduciary responsibility, or other
financial misconduct in connection with the delivery of
health care or involving an act or omission in a program
operated by or financed in whole or part by Federal, State
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or local government (as provided in 8 1128(b)(1) of the
Act), as amended,

4) Obstruction of an investigation, i.e., conviction under State
or Federal law of interference or obstruction of any
investigation into any criminal offense described in
subsections of a. b. or ¢ (as provided in § 1128(b)(2) of the
Act, as amended); or

5) Offenses relating to controlled substances, i.e., conviction
of a State or Federal crime relating to the manufacture,
distribution, prescription or dispensing of a controlled
substance (as provided in 8§ 1128(b)(3) of the Act, as
amended);

Been excluded from participation in Medicare or a State health
care program; or

Been assessed a civil monetary penalty under Section 1128A of the
Social Security Act (42 U.S.C. § 1320a-7(a)-(f). Civil monetary
penalties can be imposed on an individual provider, as well as on
provider organizations, agencies, or other entities, by the HHS
Office of Inspector General, and may be imposed in the event of
false or fraudulent submittal of claims for payment, and certain
other violations of payment practice standards.

Been debarred, suspended, or otherwise excluded from
participation in procurement activities under the Federal
Acquisition Regulation or from participating in nonprocurement
activities under regulations issued pursuant to Executive Order No.
12549 and 45 CFR Part 76 or under guidelines implementing such
an order or is an affiliate (as defined in such Act) of a person
described in clause (a).

The Contractor shall immediately notify the Department of any action taken by the
Contractor to exclude, based on the provisions of this section, an entity currently

participating.

b.

Entities that have a direct or indirect substantial contractual relationship

with an individual or entity described in Paragraph 1, above. A substantial
contractual relationship is defined as any contractual relationship that

provides for one or more of the following services:

The administration, management, or provision of medical services;
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ii. The establishment of policies pertaining to the administration,
management, or provision of medical services; or

iii. The provision of operational support for the administration,
management, or provision of medical services.

The Contractor attests by signing this Contract that it excludes from participation in the
Contract activities all entities that could be included in the categories listed in b. i.
through iii. above.

7. Physician Incentive Plan

In accordance with 42 C.F.R. 8 434.70, the Contractor shall comply with 42 C.F.R. 88
417.479(a) through (g) as amended, specifying the requirements for physician incentive
plans. If the Contractor enters into subcontracting arrangements, it shall comply with 42
CFR § 417.479(i), as amended. If a physician financial arrangement is determined by the
Department to potentially avoid costs by limiting referral specialty care for enrollees, the
Contractor must demonstrate to the Department that all medically necessary referrals
were authorized during the contract period. The Contractor is prohibited from making
any payment under a PIP as an inducement to limit or reduce medically necessary
services to an individual. The Physician Incentive Plan should be submitted annually to
the Department using the CMS established form.

The Contractor shall report annually whether services not furnished by physician/group
are covered by PIP or incentive arrangement that includes withhold, bonus, capitation,
and percent of withhold or bonus, if applicable.

8. Protection of Enrollee-Provider Communications

The Contractor must not prohibit or restrict a health care professional from advising an
enrollee about his or her health status, medical care, or treatment, regardless of whether
benefits for such are provided under the Contract, if the provider is acting within the
lawful scope of practice as described in Section 4704 (b)(3) of Public Law 105-33.

9. Protected Health Information

To the extent that the Contractor uses one or more providers to render services under this
contract, and such providers receive or have access to the Protected Health Information
(PHI), each such provider or agent shall sign an agreement with the Contractor that
complies with HIPAA. The Contractor shall ensure that any providers to whom it
provides PHI received from the Department (or created or received by the Contractor on
behalf of the Department) agree in writing to the same restrictions, terms, and conditions
relating to PHI that apply to the Contractor in this Contract.
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10. Provider Inquiry Performance Standards

The Contractor shall answer telephonic provider inquiries, including requests for referrals
and prior-authorizations with a monthly average speed of answer (ASA) of less than two
(2) minutes. Provider call abandonment rates shall average less than 10% each month.
The Contractor will provide a monthly report of these measures to the Department.
Submission may include combined commercial and Medicaid business.

The Contractor’s report details shall include Virginia business only. Submission of
averages for all the Contractor’s other non-Virginia business is not permissible.

11. Provider Advisory Committee

The Contractor shall establish and maintain a provider advisory committee,
consisting of providers contracting with the Contractor to serve enrollees. At least
two providers on the committee shall maintain practices that predominantly serve
Medicaid recipients and other indigent populations, in addition to at least one
other participating provider on the committee who has experience and expertise in
serving enrollees with special needs. The committee shall meet at least quarterly
and its input and recommendations shall be employed to inform and direct
Contractor quality management and activities and policy and operations changes.
The Department may conduct on-site reviews of the membership of this
committee, as well as the committee’s activities throughout the year.

12. Provider Satisfaction Survey

The Contractor shall conduct a bi-annual satisfaction survey of a statistically valid
sample of its participating Medicaid providers. The Contractor shall submit a
copy of the survey instrument and methodology to the Department. The
Contractor shall communicate the findings of the survey to the Department in
writing within one hundred twenty (120) days after conducting the survey. The
written report shall also include identification of any corrective measures that
need to be taken by the Contractor as a result of the findings, a time frame in
which such corrective action will be taken by the Contractor and recommended
changes as needed for subsequent use. . The first survey shall be completed
during the 2007-2008 contract year. Results of the first survey shall be submitted
no later than October 1, 2008, and bi-annually thereafter.

K. QUALITY IMPROVEMENT (QI)

The Contractor shall comply with 42 C.F.R. § 434.34, as amended, which requires each
managed care organization that contracts with State Medicaid agencies to have an
internal quality improvement program (QIP). Such QIP shall meet the accreditation
standards of NCQA. The Contractor is encouraged to perform all HEDIS performance
measures for the Medicaid product as a part of the QI Program.
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The Contractor must have a program which focuses on prenatal care, the identification of
individuals who may be pregnant, and the application of appropriate treatments for high-
risk individuals. Program results must be reported annually to the Department.

In addition, the Contractor shall, at a minimum, complete all seven of the following
HEDIS performance studies. The Contractor will assure annual improvement in its
HEDIS scores until such time that the Contractor is performing at least the national
average HEDIS benchmark. Thereafter, the Contractor is to sustain at the national
average or increase its performance.

Childhood Immunization Status

Adolescent Immunization Status

Well-Child Visits in the First 15 Months of Life

Well-Child Visits in the Third, Fourth, Fifth and Sixth Year of Life
Adolescent Well-Care Visits

Asthma-Appropriate Use of Medication

Diabetes

Nog,rwhE

The Contractor shall send to the Department (annually) a copy of its clinical practice
guidelines, its quality improvement program, and prior year’s outcomes, including results
of HEDIS, and other performance measures, quality studies, and other activities as
documented in the QIP. The Contractor shall provide to DMAS separate reports for the
following:

a. Children with asthma

b. Children with diabetes

In conducting HEDIS measures, the contractor shall use the hybrid methodology unless
otherwise stated in HEDIS technical specification guidelines. The Contractor shall send
to the Department (annually) a copy of its quality improvement program and prior year’s
outcomes, including HEDIS results, and other performance measures, quality studies, and
other activities as documented in the QIP using the data submission tool. Results shall
reflect completion dates.

With respect to HEDIS measures, areas in which the contractor’s performance rates are
below national Medicaid benchmarks or have decreased by more that five (5) percentage
points, a corrective action plan must be submitted within 30 days following the
submission of the annual HEDIS audit to the Department.

The Contractor’s QIP shall consist of systematic activities to monitor and evaluate the
care delivered to enrollees according to predetermined, objective standards and to make
improvements as needed. The Contractor shall correct significant systematic problems
that come to its attention through internal surveillance, complaints, or other mechanisms.
The QIP shall illustrate a comprehensive, integrated approach that encompasses all
aspects of the health care delivery system for FAMIS. The Contractor shall insure that
their grievance system is tied to their quality improvement program.
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The Contractor shall cooperate with the Department’s QIP to the extent described herein
and shall, upon request, demonstrate to the Department its degree of compliance with the
Department’s quality standards set forth below. Additionally, the Contractor and its
subcontractors and its network providers shall cooperate with the Department or its
designated agent in conducting quality reviews when so requested by the Department.

1. Quality Studies and Performance Measures

The Contractor shall cooperate with and ensure the cooperation of network providers and
subcontractors with the external review organization contracted by the Department to
perform quality studies including providing timely access to FAMIS enrollees’ medical
records in the Department’s requested format. The Contractor shall submit annually and
upon request to the Department results of their internal quality studies.

The Contractor shall report to DMAS annually the percentage of children who received
all expected well-child care visits according to the benefit schedule, during the period
that each child was enrolled. In addition, the Contractor will report annually the
percentage of children who achieved the age of two years old during the period who
received all immunizations recommended by the current ACIP guidelines. DMAS will
provide specifications for calculating these measures.

The Contractor shall submit requested information by the due date provided by the
EQRO or as communicated by the Department. If an extension is required, the request
must be made by the Contractor to the Department at least one week prior to the
requested due date.

2. Coordination and Continuity of Care

The Contractor shall have systems in place to ensure coordinated patient care. The
systems, policies and procedures shall be consistent with the most recent NCQA
standards.

3. Coordination of QI Activity with Other Management Activity

The Contractor’s QI findings, conclusions, recommendations, actions taken, and results
of the actions taken shall be documented and reported to appropriate individuals within
the Contractor’s management organization and through the established QI
communication channels.

QI activities shall be coordinated with other performance monitoring activities, including
the monitoring of enrollees’ complaints, and shall reflect the most current standards of
NCQA.
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4, Utilization Management/Authorization Program Description

The Contractor must have a written utilization management (UM) program description
which includes procedures to evaluate medical necessity, criteria used, information
source, and the process used to review and approve or deny the provision of medical
services. The Contractor’s UM program must ensure consistent application of review
criteria for authorization decisions; and consult with the requesting provider when
appropriate. The program shall also include drug formulary decisions and criteria. The
program shall demonstrate that enrollees have equitable access to care across the network
and that UM decisions are made in a fair, impartial, and consistent manner that serves the
best interest of the enrollees. The program shall reflect the standards for utilization
management from the most current national Standards.

The program must have mechanisms to detect under-utilization and/or over-utilization of
care, including, but not limited to, provider profiles. The Contractor shall work with the
Department and the other contracted MCOs to establish review criteria and to study the
scope of underutilization for children. The study shall be completed by February 1, 2005
and shall include the following components:

a. ldentification of underutilization issues within the population.

b. A quality improvement strategy to address the identified issues for this
population.

c. A mechanism for reporting results to the Department for the issues identified.

Coverage decisions that depend upon prior authorization and/or concurrent review to
determine medical necessity must be supervised by qualified medical professionals and
completed within two (2) days after receipt of all necessary information. The Contractor
shall use Department prior authorization criteria or medically-sound, scientifically based
criteria in accordance with NCQA standards in making medical necessity determinations.
Medical necessity criteria used by the Contractor shall be treated by the Department as
proprietary information of the Contractor and shall not be subject to disclosure by the
Department.

Any decision to deny a service authorization request or to authorize a service in an
amount, duration, or scope that is less than requested, must be made by a health care
professional who has appropriate clinical expertise in treating the enrollee’s condition or
disease. Additionally the Contractor and its subcontractors are prohibited from
providing compensation to UM staff in a manner so as to provide incentives for the
individual or entity to deny, limit, or discontinue medically necessary services to any
enrollee.

The following timeframe for decisions requirements apply to service authorization
requests:

a. Standard Authorization Decisions — For standard authorization decisions, the
contractor shall provide the decision notice as expeditiously as the enrollee’s
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health condition requires, not to exceed fourteen (14) calendar days following
receipt of the request for service, with a possible extension of up to fourteen (14)
additional calendar days if

I. the enrollee or the provider requests extension; or,
ii. the Contractor justifies to the Department a need for additional information
and how the extension is in the enrollee’s interest.

b. Expedited Authorization Decisions

i.  For cases in which a provider indicates, or the Contractor determines, that
following the standard timeframe could seriously jeopardize the enrollee’s
life or health or ability to attain, maintain, or regain maximum function, the
Contractor must make an expedited authorization decision and provide notice
as expeditiously as the enrollee’s health condition requires and no later than
three (3) working days after receipt of the request for service.

ii. The Contractor may extend the three (3) working days turnaround time frame
by up to fourteen (14) calendar days if the enrollee requests an extension or
the Contractor justifies to the Department a need for additional information
and how the extension is in the enrollee’s interest.

If the Contractor delegates (subcontracts) responsibilities for UM with a subcontractor,
the Contract must have a mechanism in place to ensure that these standards are met by
the subcontractor. The Contractor must ensure that the preauthorization requirements do
not apply to emergency care, family planning services, preventive services, and basic
prenatal care. The UM plan shall be submitted annually and upon revision.

The Contractor (the enrollee’s current MCO) shall assume responsibility for all managed
care contract covered services authorized by either the Department or a previous MCO,
which are rendered after the enrollment effective date, in accordance with provisions
described in Article 11.G.37 of this Contract.

5. Credentialing/Recredentialing Policies and Procedures

The Contractor’s QIP shall contain the proper provisions to determine whether
physicians and other health care professionals who are licensed by the Commonwealth
and who are under contract with the Contractor or it’s subcontractor(s) and are qualified
to perform their medical or clinical services. The Contractor shall have written policies
and procedures for the credentialing process that matches the credentialing and
recredentialing standards of the most recent guidelines from NCQA and in accordance
with 12VAC5-408-170 of the Virginia Administrative Code. The Contractor’s
recredentialing process shall include the consideration of performance indicators
obtained through the QIP, utilization management program, grievance and appeals
system, and enrollee satisfaction surveys. The Contractor shall perform an annual review
on all subcontractors to assure that the health care professionals under contract with the
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subcontractor are qualified to perform the services under this contract. The Contractor
must have in place a mechanism for reporting to the appropriate authorities any actions
that seriously impact quality of care, and which may result in suspension or termination
of a practitioner’s license. The Contractor shall report quarterly those providers who have
failed to meet accreditation/credentialing standards.

6. Practice Guidelines

The Contractor shall establish practice guidelines as described in this section, and that are
congruent with current NCQA Standards.

a. Adoption of Practice Guidelines

The Contractor shall adopt practice guidelines that meet the following
requirements:

i. Are based on valid and reliable clinical evidence or a consensus of health
care professionals in the particular field;

ii. Consider the needs of the enrollees;

iii. Are adopted in consultation with contracting health care professionals;
and

iv. Are reviewed and updated periodically as appropriate.

b. Dissemination of Guidelines
The Contractor shall disseminate the guidelines to all affected providers and,
upon request, to enrollees and potential enrollees. Additionally, the Contractor
shall provide a copy to the Department on an annual basis.

C. Application of Guidelines
Contractor decisions for utilization management, enrollee education, coverage of
services, and other areas to which the guidelines apply are consistent with the
established guidelines.

8. Monitoring and Evaluation of Enrollee Grievances

The Contractor shall have in place a mechanism to link its enrollee complaints,

grievances and appeals system, as set forth in Article 1l, to the QIP and credentialing
process.
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The Contractor shall, at a minimum, track trends in complaints, appeals and grievances
and incorporate this information into the QI process. The Contractor’s complaints and
grievances system shall be consistent with Federal and State regulations and the most
current NCQA standards.

9. Department Oversight

The Department reserves the right to review the Contractor’s policies and procedures and
determine conditions for formal notification to the Department of situations involving
quality of care.

10. Disease Management Programs

The Contractor must have, at a minimum, disease management programs that focus on
improving the health status of FAMIS enrollees diagnosed with asthma, coronary artery
disease (CAD), congestive heart failure (CHF), COPD, and/or diabetes. A special focus
shall be placed on pediatric asthma and pediatric diabetes programs Nothing in this
section shall limit the Contractor from implementing additional disease management
programs.

In addition, no later than July 1, 2007 the Contractor shall develop and implement a
defined disease management program that focuses on improving the health status of
children identified as obese.

The Contractor must supply to DMAS prior to implementation a description of each
disease management program, which outlines specific goals and benchmarks, and
samples of materials to be sent to enrollees.

Program results must be reported annually to the Department and include prior year’s
outcomes, including results of HEDIS (as listed under Section K of this contract), and
other performance measures, the Contractor shall provide to DMAS separate reports for
the following:

a. Children with asthma

b. Children with diabetes

The Contractor must have operational disease state management programs, as set forth in
this contract, in order for the Contractor to serve eligible populations. The Contractor
must have a process in place to refer enrollees with kidney disease to the National
Kidney Foundation.

L. MEDICAL RECORDS
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The Contractor shall have a requirement of all network providers that medical records will be
maintained in paper or electronic form for all enrolled enrollees. The Contractor shall require
compliance of all providers and subcontractors with the security and confidentiality of records
standards, as detailed in Article 1X of this contract. Each report must contain the valid recipient
Medicaid/FAMIS Plus identification number. If the ID number is not valid, the report will be
returned to the Contractor for correction. Additionally, the Contractor shall maintain standards
for medical records that are congruent with NCQA guidelines. The requirements shall:

a.

Include written policies to ensure that medical records are safeguarded
against loss, destruction, or unauthorized use. The Contractor shall have
written procedures for release of information and obtaining consent for
treatment.

Include procedures maintained by the Contractor or maintained by
network provider(s) so that individual medical records for each enrollee
are made readily available to the Department and to appropriate health
professionals. Procedures shall also exist to provide for prompt transfer of
records to other in- or out-of-network providers for the medical
management of the enrollee. The Contractor shall use its best efforts to
assist enrollees and their authorized representatives in obtaining records
within ten (10) business days of the record request. The Contractor will
identify an individual who can assist enrollees and their authorized
representatives in obtaining records. The Contractor shall use its best
efforts, when an enrollee changes PCPs, to assure that his or her medical
records or copies of medical records are made available to the new PCP
within ten (10) business days from receipt of request from the enrollee.

Include procedures to assure that medical records are readily available for
the Department, its contracted quality assurance oversight provider,
Contractor-wide quality assurance and utilization review activities and
provide adequate medical and other clinical data required for quality
improvement, utilization management, encounter data validation, and
payment activities. Specifically, the Contractor shall use its best efforts to
ensure that all medical records are provided within the greater of the
amount of time, if specified in the request or twenty (20) business days.
The Department shall be afforded access within twenty (20) calendar days
to all enrollees’ medical records, whether electronic or paper. Access shall
be afforded within ten (10) calendar days upon request for a single record
or a small volume of records. The Contractor may be given only a partial
list of records required for on-site audits with no advance list of records to
be reviewed or one (1) week’s notice, with the remaining list of records
presented at the time of audit.

Provide for adequate information and record transfer procedures to
provide continuity of care when enrollees are treated by more than one
provider.
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M. MANAGEMENT INFORMATION SYSTEMS

HIPAA Compliance

The Contractor shall comply with all Federal Regulations with regards to handling,

processing, or

using Health Care Data. This includes but is not limited to the Health

Insurance Portability and Accountability Act of 1996 (HIPAA) regulations. These

regulations are

evolving and are therefore of a dynamic nature. The Contractor must keep

abreast of the regulations and be able to reach full compliance. Since this is a federal law
and regulations that apply to all health care information, the Contractor must comply with
the HIPAA regulations at no additional cost to DMAS. The only exception to the
previous is that DMAS will continue to issue the certificates of creditable coverage.

The Contractor must have in place management information systems capable of

furnishing the

Department with timely, accurate, and complete information about the

FAMIS program. Such information systems shall

a.

Accept and process enrollment transmissions and reconciling them with
the MCO enrollment/eligibility file;

Accept and process provider claims and encounter data as set forth in this
Contract;

Track provider network composition and access, and grievances and
appeals as set forth in this Contract;

Perform quality improvement activities, as set forth in this Contract;

Furnish the Department with timely, accurate and complete clinical and
administrative information, as set forth in this Contract;

Stop co-payments;

Provide utilization reports; and

Accept capitation transmissions.

Ensure that data received from provides is accurate and complete by:

i. Verifying the accuracy and timeliness of reported data;

ii. Screening the data for completeness, logic, and consistency; and

iii. Collecting service information in standardized formats as set forth
in this Contract
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J. In accordance with the r